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IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE STATE
OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE

)
)
)
Plaintiff-Counterdefendant-AppellantCross Respondent,
) SUPREME COURT NO. 36916-2009
)
)
v.
)
AIA SERVICES CORPORATION, an Idaho
) TABLE OF CONTENTS
corporation; AIA INSURANCE, INC., an Idaho
) VOLUME VII
corporation; R. JOHN T AYLOR and CONNIE
)
TAYLOR, individually and the community
)
property comprised thereof, BRIAN FREEMAN, )
a single person; JOLEE DUCLOS, a single person )
and JAMES BECK and CORRINE BECK,
)
)
Defendants-Counterclaimants)
Respondents-Cross Appellants-Cross
)
Respondents,
)
)
and
)
)
)
CROP USA INSURANCE AGENCY, INC.,
an Idaho corporation;
)
)
Defendant-Respondent -Cross Respondent, )
)
and
)
)
401(k) PROFIT SHARING PLAN FOR THE
)
)
AIA SERVICES CORPORATION,
)
Intervenor-Cross Appellant-Cross
)
Respondent.
)
)

REED J. TAYLOR, a single person,
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RODERICK C. BOND
NED A. CANNON, ISB #2331
SMITH, CANNON & BOND PLLC
Attorneys for Plaintiff
508 Eighth Street
Lewiston, Idaho 83501
Telephone: (208) 743-9428
Fax: (208) 746-8421
PAUL R. CRESSMAN, JR., ISBA #7563
BREIT M. HILL
AHLERS & CRESSMAN PLLC
Attorneys for Plaintiff
999 Third Avenue, Suite 3100
Seattle, Washington 98104-4088
Telephone: (206) 287-9900
Fax: (206) 287-9902
IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR, a single person,
Plaintiff,

v.
AIA SERVICES CORPORATION, an Idaho
corporation; AIA INSURANCE, lNC., an Idaho
corporation; R. JOHN TAYLOR and CONNIE
TAYLOR, individually and the community
property comprised thereof; BRYAN
FREEMAN, a single person; JOLEE DUCLOS,
a single person; CROP USA lNSURANCE
AGENCY, lNC., an Idaho Corporation; and
JAMES BECK and CORRINE BECK,
individually and the community property
comprised thereof,

Case No.: CV 07-00208
MEMORANDUM OF PLAlNTIFF,
REED J. TAYLOR, AS TO PAYMENT
OF MEDIATOR'S FEES, REQUEST
FOR ELIMINATION OF DISCOVERY
MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY
MASTER

Defendants.
MEMORANDUM OF PLAINTIFF, REED J. TAYLOR AS TO
PAYMENT OF MEDIATOR'S FEES, REQUEST FOR
ELIMINATION OF DISCOVERY MEDIATOR AND REQUEST
FOR APPOINTMENT OF DISCOVERY MASTER - 1
73566.1 (#100021.1)
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In response to the Court's request of September 6, 2007, Plaintiff, Reed 1. Taylor,
sets forth his position as to responsibility for payment of the mediator's fees and expenses,
and further requests the elimination of the discovery mediator and the appointment of a
Discovery Master.
1.

PAYMENT OF MEDIATOR'S FEES AND EXPENSES

The Court appointed Judge Ron Schilling as both a mediator to assist the parties in
settling the claims set forth in this action, and also as a mediator to assist the parties in
resolving discovery disputes. A mediation to address settlement of the issues involved in
the case was scheduled for October 18 and 19, 2007.

Such mediation dates are not

appropriate at this time in light of discovery not yet produced to Plaintiff, the recent
addition of additional parties to the suit, and Plaintiffs pending Motion to add additional
parties. When such mediation is held, Plaintiff requests that each party bear an equal share
of Judge Schilling's fees and expenses. As to parties who are presently married, such
married couples should be treated as one party for purposes of the fees and expenses
allocation.

Plaintiffs position is in conformity with the pro rata sharing of fees and

expenses called for by LR.C.P. 16(k)(8), absent agreement of the parties or order of the
Court.
As to payment of Judge Schilling's fees for discovery mediation, Plaintiff has
previously objected to such mediation. Authority for such mediation dos not exist. Such
mediation was requested by Defendants, AIA Services Corporation and AIA Insurance,
Inc. It is Plaintiffs position that those Defendants should pay Judge Schilling's discovery
mediation fees and expenses, as they requested discovery mediation, and the discovery
mediation conducted to date has resulted in their agreement to produce significant
MEMORANDUM OF PLAINTIFF, REED 1. TAYLOR, AS TO
PAYMENT OF MEDIATOR'S FEES, REQUEST FOR
ELIMINATION OF DISCOVERY MEDIATOR, AND REQUEST
FOR APPOINTMENT OF DISCOVERY MASTER - 2
73566.1 (#JO0021.1)
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documents and information previously objected to and withheld from Reed Taylor by those
Defendants. In this connection, the Court is referred to Plaintiff's March 23, 2007 First
Requests for Production of Documents to AIA Services Corporation, AIA Insurance, Inc.,
R. John Taylor, Bryan Freeman, and Jolee Duclos; the September 4, 2007, Stipulation

Regarding Discovery Disputes signed by the parties; counsel for Reed Taylor's
September 13, 2007 letter to counsel for John Taylor; counsel for AIA's September 19,
2007 letter; and counsel for Reed Taylor's September 21, 2007 letter, all of which are
attached as Exhibit 1. No justifiable reasons exist for Defendants' failure to timely produce
requested documents and information. Such conduct is obviously intentionaL

II.

REQUEST FOR ELIMINATION OF DISCOVERY MEDIATOR

Discovery mediation has been expensive and time consuming. Defendants have to
date produced only a single binder of documents in response to Plaintiffs First Set of
Requests for Production, which were served on Defendants on March 23, 2007. Many
discovery disputes remain unresolved or ignored by Defendants.

Defendants have

significantly obstructed the discovery process and continue to do so. Defendants have yet
to produce a single attorney-client or accountant-client privilege log. Only recently have
Defendants agreed to produce documents and information that should have been produced
months ago - information generally not disputed in litigation. See the letters attached as
Exhibit 1. Reed Taylor had hoped to address discovery systematically and efficiently.
Defendants have thwarted all such efforts, including their stated refusal on September 20,
2007, to produce financial information maintained by Defendants in electronic form. In
fact, Reed Taylor was entitled to review all information held by AIA Services and AIA
Insurance as a member of the Board of Directors, which was an express obligation of
MEMORANDUM OF PLAINTIFF, REED J. TAYLOR, AS TO
PAYMENT OF MEDIATOR'S FEES, REQUEST FOR
ELIMINATION OF DISCOVERY MEDIATOR, AND REQUEST
FOR APPOINTMENT OF DISCOVERY MASTER - 3
73566.1 (#100021.1)

Defendants under the terms of the amended stock Pledge Agreement until Reed Taylor is
paid in full.
Defendants AIA had previously advised Reed Taylor that pre-2005 information
only existed in limited electronic form. Reed Taylor discovered that such statements were
false based upon hard copies of financial documents previously produced by AIA.
Although AIA now acknowledges that Reed Taylor is correct, it refuses to produce the
information.
It is Plaintiff's position that discovery disputes may best be resolved by the required

discussions and conferences between the parties, and if not successful, by swift submission
to a Discovery Master for definitive decision. Plaintiff requests that the Court remove the
discovery mediation requirement.

III.

REQUEST FOR APPOINTMENT OF DISCOVERY MASTER

Plaintiff, AIA Services Corporation, and AIA Insurance, Inc. all requested that
Judge Schilling serve as the Discovery Master. Much time and effort has been spent by the
parties and Judge Schilling in bringing him up to speed on the issues involved in this case.
Unfortunately, Judge Schilling has declined, advising that he felt such a role would conflict
with his duties as mediator. Plaintiff believes a Discovery Master is necessary in order that
discovery disputes be quickly and efficiently dealt with so this litigation might proceed.
"The court in which any action is pending may appoint a special master therein .... "
LR.C.P. 53(a)(1). Plaintiff requests that Retired Judge Duff McKee be appointed as the
Discovery Master per the terms of a StipUlation and Order, a copy of which is attached as
Exhibit 2, which StipUlation and Order has been forwarded to counsel for Defendants.
Counsel for AIA has advised that Judge McKee is not acceptable, and that a Discovery
MEMORANDUM OF PLAINTIFF, REED J. TAYLOR, AS TO
PAYMENT OF MEDIATOR'S FEES, REQUEST FOR
ELIMINATION OF DISCOVERY MEDIATOR, AND REQUEST
FOR APPOINTMENT OF DISCOVERY MASTER - 4
73566.1 (# 10002 l.l )

Master should not be utilized. It is Plaintiffs position that payment for Judge McKee's
services, or the services of another suitable Discovery Master, would be per the tenns of
the attached StipUlation and Order, which the Court should feel free to turn into its Order.
DATED: This 21 st day of September, 2007.
SMITH, CANNON & BOND PLLC
AHLERS & CRESSMAN PLLC

By: _ _ _ _--.!I"'--~=-_----s;Ir., ISBA# 7563
Attorney r Plaintiff, Reed J. Taylor
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CERTIFICATE OF SERVICE
I, Wendy M. Wheat-McCoy, declare that, on the date indicated below, I served a
true and correct copy of Memorandum of Plaintiff, Reed J. Taylor, as to Payment of
Mediator's Fees, Request for Elimination of Discovery Mediator, and Request for
Appointment of Discovery Master on the following parties via the methodCs) indicated
below:
David A. Gittins
Law Office of David A. Gittins
P.O. Box 191
Clarkston, Washington 99403
E-Mail: David@Gittinslaw.com
Attorney for Defendants Duclos and Freeman

Via:
C ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
C ) Overnight Mail
C ) Facsimile
C-) E-Mail

Michael E. McNichols
Clements Brown & McNichols
321 - 13th Street
Lewiston, Idaho 83501
E-Mail: mmcnichols@clbrmc.com
Attorneys for Defendant R. John Taylor

Via:
( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
C ) Overnight Mail
( ) Facsimile
C-) E-Mail

Jonathan D. Halley
Clark & Feeney
P.O. Box 285
Lewiston, Idaho 83501
E-Mail: cflaw@lewiston.com
Attorney for Defendant Connie Taylor

Via:
C ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
C ) Overnight Mail
C ) Facsimile
C.) E-Mail

Gary D. Babbitt
D. John Ashby
Hawley Troxell Ennis & Hawley LLP
877 Main Street, Suite 1000
P.O. Box 1617
Boise, Idaho 83701-1617
E-Mail: gdb@hteh.com
Attorneys for AIA Services and AIA Insurance

Via:
C ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
C.) E-Mail

Signed this 21 st day of September, 2007, at Lewiston, Idaho.

MEMORANDUM OF PLAINTIFF, REED J. TAYLOR, AS TO
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ELIMINATION OF DISCOVERY MEDIATOR, AND REQUEST
FOR APPOINTMENT OF DISCOVERY MASTER 6
73566.1 (#100021.1)

IlY7

EXHIBIT 1

MEMORANDUM OF PLAINTIFF, REED 1. TAYLOR, AS TO PA YMENT OF MEDIATOR'S FEES,
REQUEST FOR ELIMINA TION OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

rs&CresSmanPLLC
999 THIRD AVE, SUITE 3100
SEATTLE, WA 98104

Paul R.. Cressman, Jr.
Direct: (206) 389-8243
Fax:
(206) 287-9902
pcressman@ac-Iawyers.com

September 21, 2007

VIA E-MAIL:

gdb@hteh.com
jash@hteh.com

Gary D. Babbitt, Esquire
D. John Ashby, Esquire
Hawley Troxell Ennis & Hawley LLP
877 Main Street, Suite 1000
Post Office Box 1617
Boise, Idaho 83701-1617
Re:

Reed J. Taylor v. AlA Services Corp., et at.
Outstanding Discovery from AlA Insurance and AlA Services

Dear Counsel:
This letter is in regard to the outstanding discovery from AIA Services and AIA
Insurance ("AlA") to Reed Taylor's First Request for Production to AIA Insurance and AIA
Services and First Interrogatories and Second Requests for Production to AIA Services and AIA
Insurance. This letter is also in response to John Ashby's letter dated September 19, 2007.
While AIA now appears willing to produce more documents responsive to the First
Requests, there are still a number of Requests for Production that have either not been fully
answered by AIA or have not been answered at all. Notably, the First Requests were served on
AIA on March 23, 2007, and it has still yet to provide complete responses to this discovery.
AIA's failure to fully respond to this discovery in over five months since the discovery responses
were due, is not only improper, but is delaying this case to the prejudice of Reed Taylor and
jeopardizing the February 4,2008 trial date set for this matter.
You had previously objected to all discovery requests from Reed Taylor seeking
information and documents prior to five years before the date the Complaint was filed in this
action on January 29,2007. It appears from Mr. Ashby's recent letter that AIA is now agreeing
to produce documents more than five years before the filing of the Complaint only for certain
discovery requests, but is still raising the objection as to a number of discovery requests. As has
been previously stated, the documents prior to five years before the filing of the Complaint are
relevant and discoverable. Significantly, Reed Taylor is required to be a member of the board of
AIA until he has been paid in full. As a member of the board, Reed Taylor has a right to inspect
all documents, including privileged information, going back as far as he deems appropriate.

73~N"9UM
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In addition, the Court's Order dated August 26, 2007, made clear that Plaintiffs causes
of action against AIA were not barred by the five-year stature of limitations that AIA was relying
upon as its basis for objecting to the production of documents prior to five years before the date
the Complaint was filed. The discovery rule for fraud claims is clear. Reed Taylor has a right to
bring claims for fraud going back from the date of discovery of such fraud. Your denial is
thwarting his efforts to prosecute his fraud claims and other claims. Accordingly, to the extent
that AIA has not already agreed to produce such documents, Reed Taylor demands that the
documents be produced.
The following pertains to each of the specific requests for production from the first
requests for production that have not been answered. They are not exhaustive.
REQUEST FOR PRODUCTION NO. 1-2:
I understand that AIA is providing a second batch of disks with post-2005 ledger and
journal entry data in electronic format. The first batch of disks that were provided was corrupt
and not readable. We will let you know if there is any problem reading the new disks.
Per Mr. Ashby's previous correspondence, we understand that only summaries of the
ledgers for prior to 2005 were available electronically through Quickbooks. However, it appears
from the hard copy documents produced by AIA that electronic versions of the general ledger
and journal entry data are kept on AIA's servers in an Excel electronic format. Attached as
Exhibit A are documents demonstrating that these documents are also available electronically.
Per Mr. Ashby's discovery conference yesterday with Brett Hill, I understand that AIA
has refused to produce the electronic versions of the pre-2005 AIA accounting data that is
currently held on AIA's servers. AIA has taken the position that because there was no specific
request for these documents, it does not need to produce them. This position is incorrect. Reed
Taylor requested "all detailed general Ledgers and all journal entries" and "all supporting
documents." The accounting data currently kept in Excel on AIA's servers are responsive to this
request. Please also note that the definition of "documents" in all of Reed Taylor's requests
include, but are not limited to, email attachments, electronic files, pdf files, word processing
documents and files, spreadsheets, and electronic calendar entries and notes. AIA's refusal to
produce this data, despite the fact that this information is discoverable (a fact acknowledged by
AlA as evidenced by the StipUlation Regarding Discovery) is improper and will only continue to
delay this matter. Reed Taylor demands that the electronic accounting data for pre-2005 kept in
Excel on AIA's servers be produced immediately.
REQUEST FOR PRODUCTION NO.3:

In the Stipulation Regarding Discovery Disputes, AIA agreed to produce only "bank
statements" in response to RFP No.3. The RFP also requested checks, wire transfers, automatic
73~NQ~KQUM
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deposits and withdrawals, credits and debits. These documents are also relevant and
discoverable, particularly in light of the evidence demonstrating funds being shifted back and
forth from AIA to various other defendants and entities. In the Stipulation, Reed Taylor reserved
the right to seek documents responsive to the RFPs that were the subject of the StipUlation. The
need for the checks themselves is demonstrated by the e-mail attached as Exhibit B that was
previously produced by AIA. In the e-mail, John Taylor states that the year-end bonus check
from Trustmark (that was in the amount of $1,510,693.00) and payable to AIA was deposited
directly into an account with Crop USA's name on the account rather than an AIA Insurance
account. This was AIA's money that could have been used to pay Reed Taylor, but was
improperly transferred to Crop USA and that purchase was not properly classified or valued on
AIA Insurance's financial statements. The checks and documentation of this transaction are
highly relevant and discoverable. How did John Taylor deposit a check to AIA into a Crop USA
account? Reed Taylor requests that all documents responsive to RFP No.3, not just "bank
statements," be produced.
REQUEST FOR PRODUCTION NO.7:
This request sought all documents pertaining in any way to AIA Services and AlA
Insurance's sharing, lending, or advancing expenses, personnel, funds, resources, premises with
any other company. The limited records produced show a clear pattern of funds being moved
back and forth between AIA and Crop USA or Pacific Empire Holdings or Pacific Empire
Communications. AIA's response was to refer only to the documents already produced to Reed
Taylor and refused to provide any other responsive documents. All other documents responsive
to this request are discoverable and must be produced by AIA. If there are no other discoverable
documents, AIA must respond to this request and state that there are no other discoverable
documents other than what has already been produced to Reed Taylor.
REQUEST FOR PRODUCTION NO.8:
AIA states that there are "no other responsive documents [other than the October 27,
2006 loan security agreement for the 15 million dollar line of credit for Crop USA guaranteed by
AIA] for the 5 years prior to commencement of this litigation." Crop USA had at least one line
of credit that was referenced in the closing documents of the $15 million line. Reed Taylor is
entitled to those lending documents and any other lending documents executed or guaranteed by
AIA. As stated above, responsive documents prior to five years before the litigation was
commenced are discoverable and must be produced. Credit authorization and lines of credit of
AIA are relevant and discoverable given Reed Taylor's claims. AIA should not have been
lending its credit for the benefit of other persons or entities. Based upon the information already
in hand, it seems more than probable that AIA has guaranteed loans of other parties such a John
Taylor, Pacific Empire Holdings, or Pacific Empire Communications. The audit reports and
general ledgers alone (referred to in Mr. Ashby's September 19 letter) will not describe these
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credit arrangements and are not sufficient.
documents be produced.

Reed Taylor again demands that responsive

REQUEST FOR PRODUCTION NO. 10:
In the Stipulation Regarding Discovery Disputes, AIA agreed to produce the e-mails of
John Taylor, Bryan Freeman, and JoLee Duclos. RFP No. 10 also requested the e-mails of all
other officers, directors, and managers of AIA Services and AIA Insurance. Reed Taylor
requests that the e-mails of Marcus McNabb also be produced. It is noteworthy that several
CFOs/treasurers have come and gone over the past years, yet none of their e-mails or e-mail
attachments has been produced. Attached as Exhibits B and C are two e-mails from
Mr. McNabb that have already been produced by AIA, which demonstrate the relevance of these
e-mails. Reed Taylor requests that all of his e-mails be produced.
In the Stipulation, AIA also agreed to produce only electronic copies of the e-mails.
Reed Taylor also requests that all hard copies of e-mails responsive to RFP No. lObe produced.
All e-mails should also be produced that are responsive to any other RFP as the definition for
"documents" includes, without limitation, all e-mails, e-mail attachments, electronic files,
spreadsheets, and pdf files. It is already known that hard copies of e-mails exist for e-mails that
are no longer stored electronically or were deleted. See October 7, 2005, e-mail from John
Taylor to Ernie Dantini.
REQUEST FOR PRODUCTION NO. 11:
This request sought all documents pertaining to compensation, benefits, and expenses
paid for R. John Taylor, Bryan Freeman, JoLee Duclos, and all other officers and directors of
AIA Services and AIA Insurance. You stated that "defendants will produce non-privileged
responsive documents related to compensation and benefits for the 5 years prior to filing the
Complaint." Documents more than five years prior to filing the Complaint are discoverable for
the reasons stated above and all documents regarding expenses paid for the individuals are
discoverable as well. It is also clear that expenses have been paid for John Taylor that we have
knowledge of and which have not been produced by AIA. In addition, Reed Taylor is
specifically requesting that all defendants disgorge all ofthe pay and benefits, which under fraud
claims could extend as far back as Reed Taylor can prove. Finally, AIA has inappropriately
permitted Connie Taylor and James Beck to become board members and the defendants have
permitted them to be paid $5,000 per quarter from AIA (these appointments are also clear
conflicts of interest in light of the nature of the claims and their roles as defendants).
REQUEST FOR PRODUCTION NO. 12:
RFP No. 12 requested all documents pertaining to all redemptions and transactions
involving the Series C Preferred Shares of AIA Services. No SUbscription agreement has been
736J'31RMg~NDUM OF PLAINTIFF, REED J. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEE
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produced for James Beck's inappropriate conversion of his AIA Preferred C Shares into Crop
USA shares. Also, no other legal documents have been produced regarding this transaction or
the inappropriate placement of Preferred C shares into AIA Services' 40l(k) Plan. Finally, only
notes have been produced regarding AIA Insurance's inappropriate purchase of the Preferred C
shares from Crop USA. These notes reference opinions of BDO Seidman, which have not been
produced.
REQUEST FOR PRODUCTION NO. 15:
Request for Production No. 15 sought all documents pertaining to all assets, securities,
office space, equipment, credit arrangements, labor, services or cash of AIA Insurance or AIA
Services that had been utilized by Crop USA. AIA's discovery response referred only to the
documents already produced and refused to produce responsive documents. For example, Reed
Taylor has reason to believe that Crop USA used AlA Insurance for its bulk mailing without
compensation to AIA Insurance. All documents regarding this arrangement and any other
similar arrangement responsive to Request for Production No. 15 must be produced, and have
not been produced by AlA to date.
REQUEST FOR PRODUCTION NO. 16:
For the reasons stated in the attached Motion to Compel that was previously filed, page
13-14, the fee agreements and billings in this case are discoverable and must be produced.
Mr. Ashby's letter of September 19 states that AlA will now agree to produce responsive
documents. This request also pertains to any arrangements between the newest directors,
specifically, Connie Taylor and James Beck.
REQUEST FOR PRODUCTION NO. 17:
Request for Production No. 17 sought all documentation pertaining to trust agreements
between AlA Insurance or AIA Services or any other entity. You responded by stating that AIA
has "produced the trust agreements and agreements from Crop USA for the 5 year period prior to
commencement of this litigation." Again, as stated above, documents responsive to the request
and prior to 5 years before commencement of this litigation are relevant and discoverable and
must be produced. In addition, all trust agreements and agreements with any other entity other
than Crop USA are discoverable. For example, Reed Taylor is entitled to know whether any
associations or related companies have borrowed money from AIA Insurance or AlA Services or
whether AlA has borrowed money from them. Reed Taylor is also entitled to know whether any
association or co-op business has been lost or transferred, particularly in light of the already
substantial evidence of some of the individual defendants' self dealing.
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REQUEST FOR PRODUCTION NO. 19:
Documents regarding the agreements, fee agreements, contracts or related documents
involving AIA pertaining to the GGMIT lawsuit are relevant and discoverable for the reasons
stated in Reed Taylor's Motion to Compel at page 14-15. Mr. Ashby's letter of September 19
states that "AIA will produce its Litigation Management and Fee Guaranty Agreement with the
various Trusts that filed claims in the UUC Liquidation." All other responsive documents,
including settlement agreements, must be produced. If there are no other responsive documents
Reed Taylor, please revise AIA's Supplemental Answers to state as such.
REQUEST FOR PRODUCTION NO. 20:
Request for Production No. 20 sought all documents pertaining to the GGMIT lawsuit.
You objected on the grounds these documents were public record. It is not objectionable that
these documents may be obtained because they are in the public record. If AIA has these
documents in its possession, they must make them available for review by Reed Taylor. It is
burdensome and oppressive for Reed Taylor to research all the courts where these documents
may be located and then hire a service to copy the documents when they are already in AIA's
possession. We were also advised that this litigation was resolved. Reed Taylor is entitled to
review any documents regarding any settlement.
REQUEST FOR PRODUCTION NO. 23:
This Request sought all documents pertaining to all minutes of all meetings involving all
trust, boards or membership associations. You responded that AIA "will produce the minutes for
the 5 year period prior to commencement of this litigation." Per ML Ashby's letter of September
19, AIA is waiving this objection and will produce all responsive documents, including those
more than 5 years prior to filing of the Complaint. John Taylor testified that money was
borrowed from a trust/co-op, and Reed Taylor is entitled to ascertain if there are others.
REQUEST FOR PRODUCTION NO. 26:
Request for Production No. 26 sought all documents pertammg to all notices of
shareholder meetings, notice of board meetings, shareholder resolutions, shareholder votes,
shareholder meetings, board meetings, minutes of board meetings or shareholder meetings, board
resolutions and any other corporate action involving AIA Services and AIA Insurance. AIA had
agreed to produce "notices of shareholder and board meetings and minutes of board meetings
and shareholder meetings within five (5) years from filing of the Complaint." Per Mr. Ashby's
letter of September 19, AIA "will produce all minutes of shareholder meetings, board meetings,
shareholder votes, shareholder meetings and board resolutions that are in AIA's possession."
This is not sufficient. The RFP sought all notices of meetings as welL Reed Taylor requests that
the meeting notices be produced.
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REQUEST FOR PRODUCTION NO. 27:
Request for Production No. 27 sought "all documents pertaining to any funds lent or
advanced to any party or entity from the 401(k) plan of AIA Services Corporation." AIA stated
that "other than documents related to money borrowed from an employees own 401(k) account,
there are responsive documents." Reed Taylor has reason to believe the $500,000 was loaned
from AIA Services 401(k) account to Crop USA. These funds may have involved the
inappropriate purchase by AIA Services' 401(k) Plan of certain mortgages contributed by
individuals for the benefit of Crop USA. Attached as Exhibit D to this letter is a copy of the
ledger from Crop USA showing a payable to AIA Services 401(k). Please verify whether there
are any other loans to any party or entity from the 401(k) plan of AIA Services and provide
copies of such transactions. Reed Taylor again requests that responsive documents be produced.

REQUEST FOR PRODUCTION NO. 28:
Request for Production No. 28 sought all documents pertaining to shareholders of AIA
Services Corporation and AlA Insurance. AlA first agreed to produce shareholder lists only
within 5 years from filing of the Complaint. Per Mr. Ashby's letter of September 19, AIA now
agrees to produce all shareholder lists.

REQUEST FOR PRODUCTION NO. 29:
Request for Production No. 29 sought all documents pertaining to names and addresses of
the officers and directors of AIA Services Corporation and AIA Insurance. AIA first agreed to
produce only the names of the officers and directors of AIA Services and AIA Insurance within 5
years of the filing of the Complaint. Per Mr. Ashby's letter of September 19, AIA now agrees to
provide the names of the offices and directors for the entire period. However, as stated in Reed
Taylor's Motion to Compel at page 15-16, the addresses of the officers and directors are
discoverable.

REQUEST FOR PRODUCTION NO. 31:
Request for Production No. 31 sought al1 documents pertaining to the spin-off, transfer,
or sale of the radio station owned at one time by AIA Services Corporation or AIA Insurance,
known as KATW FM. Mr. Ashby'S letter of September 19 states that "[t]he transfer or sale of
KATW FM occurred in November 1992." We know that Pacific Empire Communications
Corporation (''PERC'') was incorporated one month after Reed Taylor sold his shares. We have
reason to believe that at one time, PERC owned KATW PM. It is also noteworthy that the
persons listed on the annual reports for PERC as directors and officers are JoLee Duclos, John
Taylor, and Connie Taylor. Finally, we know that PERC shares were once owned by AIA and
transferred to John Taylor through your last production of documents and through AIA's
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financial statements. If there are no responsive documents please supplement the discovery
responses to specifically state such a response.
REQUEST FOR PRODUCTION NO. 32:

Request for Production No. 32 sought all documents pertaining to all vehicle purchases or
leases involving AIA Insurance or AIA Services. AIA first agreed to produce only responsive
documents within 5 years of filing of the Complaint. Per Mr. Ashby's letter of September 19,
only the ledgers and journal entries are being produced prior to 5 years before the filing of the
Complaint. The ledgers and journal entries are not the only responsive documents and would not
show, for example, the actual terms ofthe purchase and the terms of the leases. The documents
already produced by AIA show that AIA has purchased vehicles from John Taylor for less than
desirable prices and for unknown reasons. Reed Taylor again requests that responsive
documents be produced.
REQUEST FOR PRODUCTION NO. 34:

Request for Production No. 34 sought the 2006 tax returns for AIA Services and AIA
Insurance. AIA stated the 2006 tax returns have not been filed but would be produced upon
filing. Please advise whether the tax return has been filed and whether they will be produced.
Also, during the conference call on Reed Taylor's Motion for Reconsideration and Clarification,
John Ashby stated that all of the tax returns and schedules from 1995 to the present would be
produced. Please advise when these documents will be produced.
REQUEST FOR PRODUCTION NO. 35:

For the reasons stated in Reed Taylor's Motion to Compel at page 17, the names,
addresses and positions of employees and officers are discoverable.
In addition to the first requests for production to AIA Services and AIA Insurance, AIA
Services and AIA Insurance have not fully responded to Reed Taylor's second requests for
production to AIA Services and AIA Insurance. Specifically, AIA's responses to Request for
Production No. 89 and 91 are insufficient.
Request for Production No. 89 sought "all proforma financial statements and documents
related to forecasted future fmancial performance of AIA Services Corporation and AIA
Insurance, Inc. covering all or any portion of the time, from January 1, 1995, to the present."
AIA refused to produce any responsive documents. As AIA Services largest creditor, Reed
Taylor is entitled to discover the information regarding forecasted financial performance of AIA
Services, and its wholly owned subsidiary, AIA Insurance. They are also relevant to John
Taylor's March 2003 alleged oral modification of AIA's obligations to Reed Taylor. John
Taylor has testified, inconsistently, that either 35 or 40 million dollars in premiums of AIA and
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Crop USA must be achieved before AIA would either begin paying its obligation to Reed Taylor
or make payment in fulL See Ex. E (Excerpt of 3/1/2007 Hearing and John Taylor Affidavit).
He also testified that proforma statements were created at the time of the modification and
provided to Reed Taylor. Id. These documents are relevant and discoverable and must be
produced by AIA.
Request for Production No. 91 sought "all documents pertaining to, involving or
referencing Connie Taylor." AIA refused to produce any responsive documents. Connie Taylor
is a defendant in this action and all documents regarding her involvement in AIA are relevant
and discoverable and must be produced.
Finally, Reed Taylor has yet to receive a privilege log from AIA in accordance with
LR.C.P. 26(b)(5)(A). AIA is required to produce a privilege log in accordance with the Rule
describing all documents withheld on the basis of any privilege, including the attorney-client
privilege, work product doctrine, or the accountant/client privilege. The privilege log must
describe the nature of the document to the extent that it will enable Reed Taylor to assess the
applicability of the privilege that AIA relies upon. Given that Reed Taylor's first discovery
requests were served over 5 months ago and a number of documents have been withheld on the
basis of privilege and Reed Taylor has yet to receive the privilege log, Reed Taylor demands that
a privilege log be provided immediately.
Sincerely,
AHLERS & CRESSMAN PLLC

PRC:clr
Enclosures
cc:
Reed Taylor
Roderick C. Bond, Esquire
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AlA INSgRAHCE? INC.
John Taylor Salary

1/5120078:16

Advances and Payments
as of 12131/2003

PAYMENTS MADE:

/

~

DATE /

~

1/2412003

CHI{#

ACCOUNT

192722

220010
220010
220010
:',220010

193281
193475
193660
193850
194202
193812
194032
194219
194382
194542

~220010

110012003
210012003
310012003
4110/2003
5/812003

6110/2003
711612003
9/812003
7110/2003

81712003
91912003
10110/2003
11/17/2003

712212003
9123/2003
11/5/2003

193902
194259
194527

~ ~',

PAYEE

c

C

John Taylor
Idaho Business Banking
Idaho Business Banking
idaho Business Banking
idaho Business Banking
Idaho BusIness Banking
Idaho Business Banking
John Taylor
John Taylor
Idaho Business Banking
Idaho BuslnB8& BankIng
Idaho Business Banking
Idaho Business Banking
Idaho Business Banking
Id"ho Business Banking
LeSe Foundation
Banner Bank
US Bank
AmerieniSafeco
Rigney
Rigney
John Taylor

220010
220010
220010
220010
220010
220010
220010
220010
220010
220010
220010
220010
220010
830012
950010
950010
950010

~

"

'

~

~,

~

,"

AMoum

/

DElleRI

DESCRIRTION

c

Advanca-NP
Car lease
Car Lease
Car las""
Car lease
Car Lease
CarLeasa

3.715/22
750.00
750.00
750.00
750.00
750.00
750.00
14,411.53
12.000.00

Ad"a~·NP

Advanoe-NP
Car Lease

Car Lease
Car Lease
Car Lease
Car lease
Car Lease
Donation
Loan Payment
Loan Payment
Excess Ufe Ins Pram.
Maid Service
Maid Service PR Taxes
Salary through Payroll

TOTAL AMOUNTS PAID TO (FOR) J

1.500.00
750.00
750.00
750.00
750.00
10.000.00
5.000.00
1.036.79

690.00
9,160.00
775.06
120,000.00

$ 185.788.60

A

ACCRUALS FOR MONTH~ Y SALARY:
Monthly Accrual
Jan thru Dec

$

Totat Amount to be accrued
Roll-o,er from 2002

$ (198.536.00)
$ (103.366.97)

TOTAL ACCRUAL OWEn TO JOHN @ 12131'03

(16,37B.00)
12.00

$ (299,902.97)

B

I $ (114.114.371IA + B

NET AMOUNT DUE (TO)lFROM JOHN
NOTE: this summary does not include non-taxable payments for insurance or retirement plans.

Summary of Payments by type;
John Taylor
Idaho Business Banking
US Bank
Banner Bank
AmerieniSafeco
Rigney
John Taylor
lCSC Foundation

Advances - NP
Parking LoVesr lease
Loan Payment
Loan Paymant
Excess Ufe Ins Premo
Maid Service
Salary through Payroll
Donation

Total

[i

30.126.76
9,000.00
1.036.79
5,000.00
690.00
9,935.06
120,000.00
10,000.00
185,788.&0

• $4,500 of the $9,000 wlR be W·2'd; the other $4.500 will be 1099'd
(1/2 is for the parl<ing lot payment half is for car \ease payment)

Z:tAcdIIlIAlJJabUltJ<nI{John Sa'ary 1OO3••JslD&c Z003
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AlA SERVICES CORPORAnON
REED TAYLOR LONG TERM NOTE· AceT #1951-00-0
12131/2002

Ll'-,:

WE Bal. I 21~112001
Ja nuary~
Febfuaryo02
March-ta
AprV-D2

l T t, ; !(

~--,""rt .Jt t.l

I'rIa.....

w.n.t

I,UZ"nt

"',loU

Ui'2.nt

41 .%SO

Ut2,7ZI

4,,uo
" ,uo

1,112.T2t
5,' 2,7:5
5,"2,721

=

5.M2.nt

~

mb....-o2
-02

mbar~

VIEAsJJ·u.tment
VIE AsJ) uillnen!
Subtotlls

•• I12.72t
,,112,721
5,H2.nt
5.U'2,T2t
•• '12,721
5,"2.721

5,182.721

5.U2.1'2:I
A

TOTAL Due REED

~

AUf" "I(t1

11.1 P.l,, 1

i.', . . (.

51,1"
20,000
20,000
20.000

41 ,250

1,104,34)

•
w....t

1.004.343
80C

t"P'.JiJIJI:.I

AlIpIane

-

41,uo

" .250
41 .250
41,250
4',uo
41,uo
41.250
",250

fill :

rJoJll'

I It P""l

lO,.ooo
2O,DOO
:zQ.000

.

2D.000

20,000

20.000

ZO.DOD

·
-·
-

·

-

cn.Q:I)
11.241

"PrInd,..,
YfE Bat. 1213 1/2002

l I

lOO,DOO

C

lao.DOD

!lOb Ind 0 ... S...ry aftI!II ...... IDr 2002
2OCI2~o...v-

1I,':z.t
0
~

...

U .U4
D

[~~~g

Z;'lAcct\SeNicesI2003 Reed Paymentsrjt.xls

1951
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/llt I

John Taylor
Saturday, October 09,20049:15 AM
Marcus McNabb
RE: Additional transactions for Crop! AlA
I see what yoor saying in #1. We will need to make additional journal entries on Crop to clear this up.
The basic transaction is AlA Services is redeeming the AlAS preferrred stock that Crop ownS. The Services preferred
stock is to be cancelled. The original deposit was a year end bonus check from Trus(mark, deposited to
to the new Crop ~Am West) bank account In contemplation of the preferred redemption transaction. The increase
In the line of credit to Private Bank is an error or a result of the deposit of check #1003. Please verify the LOC balance.
talk to you thursday
---Original Message---From:
Marcus McNabb

Sent:
To:
Subject:

Friday, october 08, 2004 3:26 PM
John Taylor
Additional transactions for Crop

I AIA

HI John,
Thanks for taking the time to update me with the information on Crop's books. I noticed a few things about the entries
that I need you help on:
The account shows several checks written. I would like to record these expenses in Crop's books before closing out
the quarter. Could you please let me know who the checks were made payable to and the reason for the check
(expense category):
• Check #1001 09/06/2004 $ 20,000.00
Check #1002 09/1512004
$ 75,000.00
\1,:
."
;.
Check #1003 09/16/2004
$ 40,000.00
"
..
!..
.'r:! :',
Check #1004 0~/14/2004
$ 3,500.00
.'~,::·I·'. .'
,;:'" :/.
$158,576.14
• ChClCK #9999.0~1.06/2004
'.
,. ,"",
:Check #blank . ' 0~/05/2004
$360,693.00

..

,0

·
.

~

l ....

,,~

:

, also noticed that we recorded an entry to show cash moving from Crop USA to AlA for $674,269,14. Did you plan on
physically moving this money from American West Bank, or did you have something else in mind?
Can you help meundersland how the line of credit from Private Bank of Minnesota increased from $560,000 to
I was thinking that is where the cash came from before you left for your trip to Europe. Maybe I was
mistaken.

lt~OO,OOO?

Last question for now... I am assuming that the bank account at American West only has your name on it, and you are
the only signer. Do you want us to contact the bank and have the recon sent here, or do you have something else In
mind?
This should help us keep the books on Crop, AlA and AlA Services straight, and get September closed. I have'
contacted JoLee to get the shareholder's listing for the newly issued Preferred Stock from Crop.
Thanks John for your help in these issues.

Marcus

f
't. ..

1

AlA0001417
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,,-cus McNabb

.h

----

<

,fo:

Marcus McNabb
Meeting Notes 10/29/04

Subject:

Meeting on 11/01/04 with JoLee in the room:
Crop
•
Adjust 3Q2004 Crop books for Preferred Stock entry
•
Adjust 3Q2004 Crop Books for Investment In AlA Services (AlA Inc. Purchased for $1.5mil).
•
Adjust Line of Credit by $40,000. Show ending balance as $560,000
•
Leave Pre-paid alol1e for 3rd quarter. Adjust out in 4th quarter by amounts owed to AlA Inc.
AlA
.
Make entry for Income of $1.5mil from TrustMark
•
Go
Make entry for purchase of investment in Services from Crop for $1.5 mil.
•
Make entry to adjust GL account 120020 for $360,693 showing money from Crop. This will correct an eariler entry
CR800,
•
Record AmWest checks to AR -J.Taylor (120004) of $198,576.14. Offset GL 120020.
•
Record AmWest check #1002 for $75,000 as AR-PERC offset GL 120020.
•
Make entry shoWing Services selling Investment in PERC for $75,000 in exchange for Services debt to Inc.
•
Make entry showing AlA seiling Investment in PERC to J.Taylor for $75,000 in exchange for AR Note from JT.

•

Services
Servicas sold AlA Investment in PERC for $75,000 in exchange for reduction in debt from Services to AlA
•
Services should show stockholder of Preferred stock (205,000 shares) as AlA Inc.
•

•
Meeting with John on 10/29/2004 to cover varloul> acco'un\ing issue:

(

...

. .

~rop"

r' .. "

should adjust the following accounts in 4th quarter:

' '.: ..... .

.

I~ ac~ountlng for the Trustmark check of $1,510,693 it was determined that what We di~:for 3rd qugrter':has to ;;;tay. We

•
..

.. :

Fix the fnvestmentln AlA Services -$21,850. AlA Inc actually purchased this investment for $1,510,693 from
serviaes,all dividend .righ~s go with this transaction. Crop should recotd a ($1,488,843) PIC transaction, $1,510,693
Cash, and Investment of ($21,850).
The cash amounts should be changed to reflect the following:
Payment on account to AlA for $360,693. Offset AlA Crop AR for $360,693.
Crop should record a $1,705.97 entry for Interest (not AlA).
Correct CR838 on 09/15 (AmWest Check #1003) to show money from New AmWest Account. This will fix line of
Credit $600,000 to be $560,000
Prepaid should be adjusted for:
• $3,500 (Ck#1004) forTravel expenses for JT in Europe (Crop Expense).
• $158,576.14 (Ck#9999). Charge AP to AlA on Crop's books. On AlA's Books show AR to JT and AR to Crop.
• $20,000.00 (Ck #?717). Charge AP to AlA on Crop's books. On AlA's Books show ARlo JT and AR to Crop.
$20,000.00 (Ck#1001). Charge AP to AlA on.·Crop's books. On AlA's Books show AR to JT and AR to Crop.
$75,000.00 (Ck#1002). Charge AP to AlA on Crop's books. On AlA's Books show AR to PERC.

AlA

fix

AlA's books for 3rd qtr sinc!;! they have not been completed (per Marcus~; We will be out of balance between
AlA. and Crop.in 3rd. Qtr but will fix it in 4th qtr. This will also allow us .to belter state our overall financial position, by at
least recognlzmg expenses and where ~e money went.

We could

•

f' .

To record the Initial deposit from TrustMark:
Cash, Misc Income $1,510,693.00
To show the purchase of the investme:nt from Crop (AlA Services Preferred Stock)
• Investment in AlA Services, Cash $1 ,51 0,693.00
1
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Ii f

II

f""

\f::>

(
Due to Related Parties
Adrian Johnson
Randal Lamberjack
AlA Services 401 (k)

212,269
375,000
500,000
1,087,269
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\1 ')

1\

I

'l~i'. ~ ?
lfW}

t>4

1
2
3
4
5
6
7
8
9
10

11
12
13
14
15
16
17
18
19

20
21

Q.

, 2

agreement, the original stock redemption agreement?
A.

It appeel'S to be, yes:.

Q.

Signed~'y

A.

Yes.

;3

iit:

you on or around July 22, 19951

y.:

it

MR. CResMAN: Move to admit.

THE COURT: Exhibit N) Is admitted.

9

(Thereupon, Exhibit N) was admitted Into

10
11
12

evidence.)

By HR. CRESSMAN:

0.

Now, lit the time" year leterthls "fter the Original

correct?

A.

Ys.

Q.

And the reason It was amended was because the company

I don't recall that. There Ig "

Q.

Okay.

A.

Yes, I believe so.

Q.

And 'that note had -- was - had a maturity to be paid

beforsJuly 1 of 1996; correct?
A.

I don't recaP the date of that.

Q;

You don't recall that It had a date and that the date

-- by that date It was not paid?
A.

1 do not reca II that.

Q.

You do not - Is It true, Sir, that the reason the

restructured agreement took place was so ynu C()uld address the
nonpayment of that note?

ME\. MOIrCHOLS: excuse me, he dIdn't finish his

1 believe the reason It was amended and restated Is

because Mr. Tal!i9rdeclded that he did not want to retire.
;'.,

15

the reason was his brother didn't want to retire any more.

Q.

BecaUse he what?

1
2
3

A.

Did not want to retire, Wilnted back In the company,

Q.

How did having an amended allow him to be block In the

Now,

Q.

we alreadv indicated that MA Services paid

fifty-five thousand of Mr. Reed Taylor's fees associated with

the restructured documQnts. How much In fees were paid by MA

,21

Services to Its counsel for that transaction?

'22

MR. MCNICHOLS: Objecllon. relevance.

,23

THE COURT: Sustained.

;25

25

THE COURT: Sustained.

BY MR. CRESSMAN:

120

124

BY MR. CRESSMAII/:

MR. MCNICHOLS: Objection, It's been asked and
answered. He already asked him what the .... ason was and he said

19

answer, Couosel.
A.

Involved II note for a mnllon and II halfi did It not?

14
'16
'17
;:18

couldn't pay Mr. Reed Taylor?
A.

the two mUlion In Interest:. the ang lnai transaction also

13

transaction In July of 1995, In July of 19~6 you amended the
transaction;

6

, 7
I;! S

MR. MCNICHOLS: No objectIOn.

22
23
24

66

1

6chlblt AD, Is that an addendum to stock redemption

BY MR. CRESSMAN:
Now, 'JOu II/we indicated you believed that 'JOu have

Q.

61

65

4
5
6
7
8
9

company?

1

;\ 2

A.

Orally and In writing, yes.

.: 13

Q.

And when was that -- When was the last amendment that

MR. MCNICHOLS: Documents speak tor themselves,
your Honor.
THE COUIIT: I think he's talking about the reasons

why the documents were done. I'm going to overrule the
objection. You can go ahead and answer that, Mr. Taylor.

amended the transaction with your brother orally; correct?

you made with your brother?

11;; :7
:,8

The last - we had e long period of renegotiation and

A.

all these documents and th_ entire loan documents from 2000,
2001 to dear to 2003, We finally settled on a deal in Marcli

of 2003, and that's the deal we have been world nil under ever

Well, as my understanding that at the time he decided

9

10

thllt he did not want to retire, and so he wanted to restructure

10

O.

11

everything and this Is what we ended up with.

brother?

12
13
14

BY MR. CRESsMAN;

11
12

15

16

A.

Q.

flve with the original transaction; correct?
A.

Yes.

Q.

And that payment was not due whether it was obligated

17
18

to be paid before July 1996; correct?

19

can't understand It.

MR. MCNICHOLS: I object to that question.

20
21
22
23
24

25

!

As of the {f there was a down payment note of • million

THE COURT: You need to redo that one,

Mr. Oossman.

r don't understond that either.
MR. CRESSMAN: Yes, I can.

BY MR. CRESSMAN:
Q.

In addition to the six miUlon dollar note that's at

Issue now tn.t remaIns unpaid per your earlier testimony and

19 of 55 sheets

13
14
15

since.
Okay. And as of 2003, you had a deal with your

A,

Yes.

Q.

And WI'S that deal memorialized In writing?

A.

No, not to the extent of these type of documents, no.

Q.

In any extent7

A.

Yes, I believe that we will show that at trial.

16
17
18
.19
,'20
.21

Q.

So after-

)22

A.

Not In any material way.

O.

Okay. What documents, slr7

A.

I don't

0.

After Z003, did you eller amend that agreement aoaln?

A.

I don't think so.

recall those right now.

:23

Q.

Well, In any way, sir?

24

A.

I don't believe - I don't believe we remanded that in

25

any vny since 2003.
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10

(.

1
2
3

Q.

Alright. Either orally or In writing?

A.

1 don't fecall of' any right now.

0.

Weil, Is It your testimony that after year 2003 you

4

never amended ilia agreement with your brother either orally or

5

In writing?

6
7

8
9
10

MR. MCN1CHOLS: Objection, asked and answered.
THE COURT: Sustained.
BY MR.. CRESSMAN:
Q.

Do you know Mr. Ernie Oantlnl, sir?

A.

Yes. I do.

11

Q.

Who Is he7

12

A.

He used to be an accountant here In town. J think he

13

may have worlaid for A1A brlefJy but he worked for Reed to some

14

exterrt and continues prac::tldng In seattle as a CPA.

15

Q.

Was he Reed's accountant?

16

A.

I bellevlt.,he

17
18

1
2
3
4
S
6
7
8
9
10
;11
:12
;13
;14

115

was - be had been Reed's accountant aver

the last sometltije,
Q.

Okay. Now, let's go back here and take a look at

because I!iaCh time we had II deal made, Reed raised the bar by
another million or half mmlon dollars.

BY MIt. CltESSMAN:
Q.

What were the terms of the deal In '03?

A.

Tettmi of the dealln '03 fa that the company would dig

Itself out of the hole, wone together to dig itself out of the
bole with Crop USA, rebuild Its agency force. 1 think t

fndllcateclln my affidavit. rebuild It's agency force ond that
we would likely be able to begin c:atl:h-ull on the Interut III
soon as we hit around thirty million of' pnemlum. And thatwe

would again be able to rutructpre and begin paying off AlA and
UlIs debt as soon as we hit sIxty to seventy million In premium

(18

Q.

Any otIIer terms?

Po.

We would pay Reed fifteen thousllnd dallal'll II month plus

16
17
'!18

continuing paying for about ten thousand dollars In other
expenses during that Interim period. And we would contlnue to

pay Donna. I think, four thousand II month whldl we would have

19

exhibit A, the promissory note. That promissory note was due

;19

bsen now been able to raise that recently to, 1 think, ten

20

In fuB on August 1, 2005; COI'T1!ct, sir?

)20
"21

thousand II month.

21

MR. MCNICHOLS: Objection, objection, he's asking

22

him now to Interpret the written document. He's already

23
24
25

testified that the agreement was modified.

~22

123
if

,124

MR. CRESSMAN: Well, this Is -

MR. MCNICHOlS: The document speaks

~

rnr Itself.

~

end that was curgoal.

Q.

Okay. Any ollier terms?

A.

Those are all I recall right now.

Q.

So th.t was the deal between your brother and AlA

Services In 2.0031

Po.

Yes.

Q.

When was that deal reached?

1 !

69

1
2
3

advisors on a weekly or monthly besi,. on revising the 2003

A.

Reed and I.

agreement.

9

Q.

Arrybody else7

A.

Emle Dantlnl was Intricately Involved uff and on

The document does speal<

ror Itself, Mr. Cressman.

BY MR. CRESSMAN:

4
5

discussions with Ernie Dantlnl about revising the arrangement

6

between AlA Servil:es and your brother?

7
8
9
10
11
12
13
14
15
16
17

Q.

In October of 2005, do you recafl haVing any

!.;

Po.

Since 201)1' I have probably talked to Reed

at- his

Q.

So the answer to my quesUon Is?

A.

I can't recall the spedflc date, but I recall talking

1,10
,11

12

about reviSing the agreement on numerous and numerous

'13
'14

occasions..
Q.

Okay_ Do you recall discussing that wfth Mr. Dantlnl

15
16

that subject?
A.

I don't recall that specific day, but I recall

r17
:18
'19
,20

discussing variations of $ettlement or payoff or dlanlling the

18
19
20

2003 deal on numerous occasions.

21
22
23

caUs for a leg.1 conclusion.

24

that.

25

11

1
2
3
4
5
6
7
8

THE COURT: I'm going to sustain that objection.

Q.

None of which were consummated; correct?
MR.. MCNICHOLS: Object to th.t, your Honor, It

March of 2003.
And where was It reached?

A.

He.....

0.

Where?

A.

At our Headquarters.

Q.

Who was present?

Illvlng tax advice and other advice. 1 don't think - but there
would be no one else.
Q.

.

THE COURT: Overruled. Mr. Taylor, you can answer

'23

Yes, none-i>f -- no, none of which have been consummated!

24
25

So It'$ your testimony th.t in March of 2.003 you and

your brother sat down In your office and orally made that deal?
A.

Yeah.

C.

I'd flke you to take a look at Exhibit AI, please. Do

you recognize that exhibit _s an e-mail from you to
Ernie Oantinl dated October 7, 2005?
A.

It Indicates It Is. I don't remember.

Q.

1 didn't hear the answer, I'm sony.

~21

,'.22
,

MR. CRESSMAN:, Your Honor, he's already--

A.

A.

0.

MR. MCNICHOLS: ! think he's taking some time to
read the exhibit, Counsel .
MR. CRESSMAN: That's fine,
A.

During 2005-2006 we had extensive discussions on

restructuring,

~

".
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14

72

(

MR. CRESSMAN: Move

2
3
<4
5
6
7
8
9
10

11
12
13
14
i5
16
17
18
19
20
21
22

23
24
25

1

to strike as nonresponsive,

..'j

,y'0ur Honor.

document, Mr. Taylor, as A.

I do not recognize tblt document.

BY MR. CRESSMAN:
Q.

Is that an e-mail from you dated October 7, 2005, to

Ernie Dantlnl -A.

I do not recogniz:e this document.

Q.

You don't recognize It?

A.

No, I d~'t. It's on the wrong type offormatfor my

type of e-malls'.
Q.

Well, take II look and read It and see If that refreshes

you r recollection.
A.

2

3
4
5
6
7
8
9
10
11
12
;13
:14

THE COURT: He's just asking If you recognize the

15

I have read it, I do not remember sending this

;16

document.

17

MR. CRESSMAN: Okay. We are going to have a

problem, your Honor, gettJng Mr. Dantlnl over here today. I

'18

didn't antldpate that this would be an Issue. aut this Is
obviously a critical document because It IndICates that there

:19
)20

was no deal. It talks about a deal three years ago that was

21

(Thereupon, the requested question was read back

by the court reporter.)
A.

Yes, that would be a fair statement.

BY MR. CRESSMAN:
Q.

with

And did you send e-m611s to Mr. Dantin! In connection

thos~

discussions?

A.

I'm sure I did, yes.

Q.

And do you recognize exhibit AI as one of those e-malls

th~t you

A.

sent to Mr. Dantlnl1
I do not.

MR. MCNICHOLS: Asked and answered.
THECOURT: Sustam~
BY MR. CRESSMAN:
Q.

Mr. Taylor, let's me ask you to take II 1001< at

exhibit H please - excuse me, EXhibit F, rm sorry, F. Is
that a letter that you received addressed to you from an
attomey by the name of Patrick Moran on behalf of Reed Taylor?
A.

Yes.
MR. CRESSMAN: Move to admit exhibit F, your

t"lt:nor•

:22

never consummated, and I think It's very slgnlflcant In terms

MR. MCNICHOLS: No objection.

23

ofA.

the witness, please.

! ',24
! ;25

IthlnkTHE COURT: Hang on.

:'THE COURT: exhibit F Is admitted.
MR. MCNICHOLS: May 1 re - no objection, sorry,
your Honor.

!

75

that under the time schedule that we have today, It's probably

7

8

Impossible to get Mr. Dantlnl here.

8

MR. :ESSMANI If the witness dOEum't r : g -refuses to recognize the document, then I need to bring the

recipient of it to Identify It, And I don't have - he's In

Klrkland'rlght now, your Honor, Unless he THE COURT; What are you IIsl:ing?
MR. CRESSMAN; Well, I'm just advising the Court

9
10

It's obviously a oitlcaJ document.

24

25

THE-COURT:

i

t6

(Thereupon, exhIbit F was admitted Into evidence.)

BY MR. CRESSMAN:
Q.

And

that letter advises of default7
MR. MCNICHOLS; Objection, the letter speaks for

Itself, your Honor.
THE COURT: Sustained.
BY MR. CRESSMAN:
Q.

And you consider this letter as a notice of default;

did you not?

10

11

MR. MCNICHOLS: Object, your Honor, It's
Irrelevant what he considers It. It speaks fj:)r itself.

12

Wen, go ahead, Mr. Cressman, yoU've

13

made Inquiry of the witness so --

14

MR. CRESSMAN: Yes, there Is, your Honor.

THE COURT: Overruled. You tan answer that,

Mr. Taylor.

A.

00 I consider this a notice Dr default from -

A.

Yes, but I don't consider us being In default. I think

15

BY MR. CRESSMAN:
Q.

2

3
r,i ~,lr' 45

MR. CRESSMAN: SO -- and 1 also can't examine or

12

20
21
22
23

iij

1

9

use this document that's not admitted but It - as the Court -

13
14
15
15
17
18
19

:11

THE COURT: Alright. 1 understand.

11

21

li

1
2
3
4
5
5
7

16

17
1a

But you do recall having discussions with Mr. Dantlnl

in 200S or on or a,round October concerning restructuring your

19

brother's deal; Is¥!iata fair statement, sir?
A. I think that I have testmed that I have had extensive

MR. CRESSMAN: Yes.

the letter's Inaccurate.
BY MR. CRESSMAN:
Q.

Okay. And as of the time you received that letter,

discussions, almol$,t weekly dl~cusslons on re-dolng the 2003,

20
21

delinquent on the promiSSOry note according to Its terms

-deal before and after the 2003 deal,

22

Exhibit A?

MR. CRESSMAN: Move to strike as nonresponsive.

THE COURT: Sustained,
MR. CRESSMAN: Would you read the question back to

of55~ORANDUM OF PLAINTIFF, REED

Isn't It true

that over a million and a half In Interest was

,23

A.

No, sir.

24

Q.

It was not?

25

A.

N~f.lt

was not.
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78

76

1
2
3
4
5
6
7
8
9

10

1

Okay. Under the original terms of the promissory note

Q.

j

exhibit A. was Interest In excess of a million live owing?

A.

based "pon the original, yes; based on the agreements made In

2003, no.
And after the letter of December 12th was received by

Q.

you, how much In Interest has been paId by AlA Services to your
.~

brother?
A.

2
3
4
5
6
7
8
9

Under the terms - If you had ClIlcuiatad interest paid

We cent\.nue to pay about twenty-five thousand a month

10

on - ead! month.

to

O.

Okay. And the 'we' would be?

A.

Crop and AlA.

Q.

Crop and AlA. How was money from Crop going to be lJSed

pay your brother?
A.

it Is always under the assumption that the two

I..,
1.

Is not the only agreement that determines when It IS due.
There Is ..nother document.

::20

21
22
23
24
25

we hit In the sixty to $llVenty million dellar premium

...nge,

would be able to btl - to purchase that note or Tetil"! that

20

has any portion of the pnndl'le been I'll ld to your brother7

No, It was based upon the Qllumption that we would be

A.

paid when

companies would be put back together and that the companies

',18
;'19

Okay. And after December - the December 12th letter,

assumption was that he wouid be paid in 200n

,11
;12

11
12
13
14
15
16
17
18
19

Q.

So your agreement in 2003 was based upon -- the

Q.

A.

Ne, It's net due yet.

'13

nota whether or not AIA or Cnlp. and depending on how tills

Q.

When Is It due per your :z.003 agreement?

\14

agn!ement was structured. The specifics I can't AY now but

;15
!18
117

MR. M0'41CHOLS: Your Honor, I'm going to object to
that, your Honor, because he's asldng him now -- oh, I'm

sorry -- well, there Is more to It than that. I don't know
exactly how to make this objection because the 2003 amendment

~21

MR. CRESSMAN: Your Honor, I'm going to object to

! [22

the speaking objections of Counsel.

~23

THE COURT: I'm going to overrule your -- l'm

going to take that as an objection and I'm going to overrule

b4

It, Mr. McNicholS, because I think Mr. Cressman's question was

.25

e"-b

( \ ",.(

tha - when we say "we," we mean both Crop and AlA h,," to hit
those premium goals, otherwISe there's no money to pay It.
Q.

Okay. Mr. Reed Taylor doesn't have any Interest In

Crop USA; correct?
A.

No, he doesn't.

a.

AlA Insurance, Inc., doesn't have any Interest In Ctop

USA, does It?
A.

No, It doesn't.

a.

And AlA SeNlres, Inc., doesn't have any Interest In

Ctop USA, does it?
A.

No.

So thIS Is a completely separate entity; correct?

:}t,
77

1

a.

MR. CRESSMAN: That's correct.

2,

A.

Yes.

THE COURT: Alright. fll overrule the objection.

3

O.

And I'm trying to understand was there or was there not

1
2
3

related to the 2003 agreement. Mr. Cressman?

4
5

I'm sorry to Interrupt you, Mr. Taylor, but go ahead and answer

4

a ftxed date when your brother was gOing to be paid In

that question.

5
S

agreement with him in March of 20031

7

In 2003 and as modified more recently, they Were -It was-

6
7

A.

Based upon current assumptions and the marketing plan;

that we put together back in 2003, It would be due and payable

8

about two thousand - August 2009.

9

BY MR. CRESSMAN:

10
11
12
13
.14
15
16
17
18
19
20
21
22

,i B
",19
; I

0,

About or exactly or how?

A.

Well, the payment of both th .., A, preferred shares

Which has to be paid first and the - this note Is payable upon
the ability to finance the - based upDn the amount of premium
that Is written and under our current plans and under our
cllfrent projections, that would be August of 2009.

O.

When youJl1ade this agreement In 2003 with your brother

In March, did you ~Isruss when this would take place?

MR ..+\CNICHOts: Objection, I don't know what the
Mthls" is. Therets it pronoun -

MR. CRESSMAN: When the payment would take place.
A.

Originally we had the plan that the payment would take

place In 2007, but because of the - but we have not achIeved

23
24

the premium goals that we had originally had thought we could

25

BY MR. CRESSMAN:

have In 2003.

10
11
12
13
14
15

16
17
18
19
20
21
22
23
24
,.25

Page 76 to 79 of 211;

A.

j

/

t
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I will repeat again based upon the budgets we presented

he was to be paid when we hlt sixty million dollars in premium.
Q.

And what was he to be paid?

A.

The balance of hls note six million plus accrued

Interest. Any unaccrued Interest.
Q.

NoW, there was a lodt -- there's a lock box agreement

under the restructured agreements; correct?
A.

yes.

Q.

And would you describe for the COurt what a lock box

agreement is?
A.

A lock box agreement Is a place where premiums are

deposited Into a - essentially a bank who then depo$lts money
Into accounts, and then tells the Insurance company how much

has been received on an indlvlduBI basis.
Q.

And one of the terms of your brother's contrads was

that the commissions would be deposited Into a lock box

account:; correct?
MR. MOJICHOts: Jf the COurt, please, rd _object,

the agreement speaks for Itself. And I want to Object als[) on

2:2 QF S5 sheets
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(

\

120

(

\(

2
3

A.

I doubt If! did.

a.

let me ask you to

Hit. CRESSMANI

MR. MCNICHOLS: I hav~ no ob)ectlon.

7

THE OOURT: I<J Is admitted.

8
9
10

(Thereupon, Exhibit I<J was admitted Into

12
13

14
15
16

BY MR. CRESSMAN:

In~~~'i.~.~';":fI~~
tlil.l,l!/iAA,lf,t!pllarSln'interest a'month; ~..ct?

I

"

a.
---~'~\

And exhibit AJ shows that that did not occur; correct?
Mit. MCNICHOLS: Arst of an, I<J Is how many

pages, Counsel?

21
22

object becaUSl! the Ilrst page I don't think says

MR. CRESSMAN: rm looking at the first page. You

can look at each one If you like.

7

Q.

lthought you said the deal was made In March?

A.

It Is. We began paying hIm filteen thousand a month It

17
18
19

21
22
1 23
24
; 25

2003.
MR. CRESSMAN: That was not the question.
THE OOURT: Wen, review the entire exhibit.
Mr. Taylor,

10
11
12
13
14
15
16

anything about

23

first of the year,

appears In r!ght at the end of March, first of April, In fact:,
It was the first of April.
Well, my account - my Ilumbers Dr math would indiCate

Q.

forty-five thousand would have been due the end of June for
Aprll, May aod June?

Except we paid In advance at the end of March of six

A.

thousand of that forty-flye.

and then ask your Question ayaln, Mr. Cressman.

$0

It looks like $Ix thousand I/ot

caught In the end of Harch and the rest - the balance was paid

the next three months as aI/reed.
Q.

exhibits,

120

MR. MCNICHOLS: Well. \fthe Court please,I

-24

Well, no, because we didn't start the deal until after

A.
the

9

17
18
19
20

25

you?

t8

eVidence.)

~*I!J.I~i.lin6n'y!ea'tjJelt~~:;:..'~'

11

dldn't pay him fifteen thousarnj dollars a month In ZOD3, did

4
S
6

Hove til admit Exhibit A'.

6

'a. And take a look at the fourth page of the exhibit. You

I

Yes, from the re.;ords of AIA Services.

A.

5

I'd asl< you

to take'" I<lok at the second volume of the

please.
Maybe I can short wt this which I'd love to do,

E"hlblts AL through

AV ~re financial statements for various

years for AIA 'Services Co~ratlon subsidiaries. We would move
that they aU be admitted.
Mit. MCNICHOLS: If the Court please, I'm totally
unfamiliar

with them. If counsel will

re~resent that they

are

1.

-

i.

((

121

1
2

3
4
5
6

a.

My question IS, am J correct, Mr. Taylor,

that AlA

Services did not pay Mr. Reed Taylor fifteen thousand

each

month on his promiSSOry note In 20061
The records show we paid him $274,729 last year.

A.

a. , V{~.Jet,me'go -h~~k a~.{ ~lce Siir~ i'iJMersJ;jlnd_ your
ag~!Jlent. 'I tJiought you Indicated that your-two ~,yoor March

8
9

20IB,:agreeil'ilitid;;illi 'Mr: 'R1eil TaYlorwastl)a~,l;Ie, ~9...ld receive

12
13

14
15
is,

17
~'1:l
•. :<::

123

BY MR. CRESSMAN:

7

10
11

'\t'9"'-

20

Y

I, 1
2
3

look at exhibit I<J pleas... Are these

accountings for various year-ends for Reed Taylor's note?

4

-~

122

A.~

21
22
23
24
25

'I

Me'eR"ih.rdmlfiof'iialillWeash-each ,mootl1'plu-;,';'a9;';~;":fhts

e~fe'e'$f'~~

t

accurate copies of the records, I will stipulate they m~y be

2
3
4
5
6

admitted so long as I can have some reasonable pertod of time

7
8
9

subject to a right within a reasonable time to review them for

10

'~i;s.

,11
12
a. Was that what you testified to?
A. Yes.
113
a. And Is It correct that you did not pay in 2005 the
14
15
Hfteen thousand dollars cash per month7
A. You know the re!'Ords Indicate that ""e paid lifteen
16
thousand dollars In cash payments to Reed each month plus these '17
18
other benefits, arM!-i'l'i\filJt:ffi\!f'ii'wiff ()nemoi1tl>'wh~r"",!{~ 1!'.I!,p.~~
19
~~1'W!Ja~~,
A.'

Q.

month that you didn't pay the fifteen

20

ani:! i·- well, ye.h,'in fact I 'remember it

;21
22

There was One

thousand?

A.

'\Fthin~'iiC;

;23

was i"" "".~r",h """r'Ouifd''Mafth '(if I,;'st year, lIrld I tole! R",ed I'd

,gtcb,:tJJj~it~lltri'i"thiS\Ye1>jI.
Q,',

\.

'.(li"irYoil-i\~yen't~eaught 'It

up, 'have yoij?

11'24

to review them and double check. Is that -fair enough?
MR. CRESSMAN: These are accurate copIes of what
was provided

to Mr. Bond 9Y Mr. Taylor we will so represent.
MR. MCNICHOLS: Okay, So 1 will hot object

error. Thank you.
THE COURT: I'll grant that. Thank you,
Mr. McNichols. Exhibit AL through AV, as

In VIctor,

Mr. Cressman7
MR. CRESSMAN: Yes.
THE COURT: exhibit At., AM, AN, AO, AP, AQ, AR,
AS, AT, AU, and AV are admitted.

(Thereupon, Exhibits AL through AV were admitted
Into evIdence.)
BY MR. CRESSM AN:
Q.

Now, Mr. Taylor, Is AIA Services Insolvent?
MR. MCNICHOLS: Object to the form of the Question

-- object to the questlon on the grounds that It caDs for a
legal and an accounting conduslon,
THE COURT: Well, I think Mr. Taylor's probably
Quallned to give an opinion In both of those things.
Overruled.

i! L25

A.

The questlon was?

'I
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(
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~,(~

134

132

1
2
3

Space to Fooc" Dr three blllion dollars, and I think It has a

2
3

2006. It's a $307,n.1 number.

purposes Is not necessarily the same thing as negative net

4.
5
6
7
8
9

worth for valuatlwi or Insolvency purposes.

4

2QDO - either 2001 or mid 1002 we - Reed and I had - excuse

10
11
12
13

negative net worth too. So negative net worth fOr GAAI'

How long has Mr. Reed Taylor known about this

Q.

situation?
He's been deUvered financial statements every year

I\..

"Inee 1995.
Q.

So he knew at least as eartyas 19967

I\..

0/1, yeah.

Q.

Has he ever complained" to you about It?

I\..

No.

Q.

'.

pl8a¥I:~bI~Is.the,Octuber-:1st~m

15
is
17

Mrs. ~a TaYlor to you - I!J(cuse me, !"rom you to

18

you

19
20

ask you to~!~.l!I:~t. SO now I -ask ,you to ex.pl!!ln It. ..

Mrs. Donna TaylQr In W/lk:h you sald·that you'we~i'iot taking a
salary, anf£iillbh: T Is the te~ retiJm whIch seems'to",ay that
~w

I\..

a salary. And Mr. Cressman for some r.eason didn't

aft<l801,and,l\lOSt IIf"': i thlnk·l~ was ali of 2002 and

21

m~!!p!.~dld I)Ot llraw

22

thOUSand'd<>llarsa month:Salary from AlA as a salary.

23

,B~~!J,~,Wal.VII!l

a salary•. Normany Bake ten

aut

my salary·tD conserve cash fo~.tha

~~~;,:tloWever>"I'<li6 hav .. other tranAc:t\ons dudoO the~~!<l;li'M"!\!'l~'l!..4l;.~

Cllmp_t1e... For'example, If - usej

Yeah. And that's come up and that's what I said, !n

A.

5

me, Mr. Reed Taylor ,and I had an~red Into negotiations because

6
7.
8
9

for it couple reaS9hS. One Is we were

10
., I 11
' /12
13
14

~~t""JdI;~k
. at ~hlbits ~'arid nor me,

14

24
25

MR. MCNICHOLS: Yes, I thlnk'it was December of

no longer able to sell

any Insurance for Trustmark because the new rules, small group
reform la...., and lID we went through ,- lind $Dine other reasons.

~8~~~UiitIMfi..ct'1i6TriPlk:'ite!i'~."to
restn;ul~mlJ'lny''S'o'tilat h&~nd I wo\i.ldbe eq~~

pa~,l;,,,"'~.lIt~q .awn

balf II' Crop USA. I would own half of"

thll~~1I1!!Iliu!~ItIti'iiiltili'-Winl·tJtei'C!'INaii·iiibunC/llQf .".,

~~s'tfi'iirw~''limlvlilnn''\l1iit 'IricliJillflij x'wbUldillrite

15
16

~ll'iI"SrncHlO1r.i"'ilbte'<fh;ln'l7HI!U"tfi..?cofupanY.'and tIIeH'wa

17
18

~Well<tli....>eoi'njiaiiF

19
20

~~;a:Jaw;fl"llUlIlWl\'t!l!;f,e,

WOiII~ffTil1in~'ii"iii'ii1iiirtvoMorty,-tbousan"'i!lat
"-

And I thought that transaction was done. We had $ant

21

~~t~~lI%'~b'~;~l1d Itwas-

22
I 23
24
25

therewa~.f!i~~~.'Ojfj~f~~lriW'lJii'rtil;l'!J~at,t .

do~I\t~\! ~~l~i\it;X~r:~l:t ilk.! to:~i!in ~Iif.i
'!!l'..I!1.""rell of 1003, he decIded that, I

JUst want

~~ttfe"&ilt-J16'w'·to·payi-.Je,
..n~!lt's
.
",~

135

~~"'!lMr,e~l!rJt~gJ!."'.tIlal:. !m.d.~ "aye.to l<Ika~-!ti!t

In

S\!.~.""'-tl,,-~,l'{II,l\lO'l'~'l\IIP:"')/f!ln,though It wasg~t.$,!I!>ry,

3
4
5
6
7
8
9
10
11

itlS'itUf'-tOiisidiii-li'd'iOr'flie ta""lli>tU~

12

'rm not sure where the three hundred ,;even thousand dollars Is.

13
14

15
16
17
18
19

20

Q.

NOW,

Mr. Cressman asked you about this adjustment of

wh"'lJ;!l'!ii,dJd, JI1'1. !'tller: !,r'?-l1,~..rn •. '

4

and records as you see here, we stJU credited him interest

I had reversed most of those transactions but I failed

to reverse the long term nate transaction. But under the books

MR. CRESSMAN: How about IV.
MR. MCNlOiOLS: l'm not sure that that has the

'20

wa~ 1',~ltll)!l.l!Q9l!t, an'Hh~~$

'21
'22

Internet·b.• sed reporting system th"t you can look that up on

A.

Yes.

Q.

And that -

can you explain that to the court. what

happened and why It occurred?
1 can and I'm emIRrrassed because "f It. What exhibit

-- if 1 could show you on that exhibit.
Q.

1
2
3
5
6
7
8
9
10
11
12
13
14
,15
;
16
17
18
19

three hundr>!d seven thousand dollars, do you remember that?

.A.

to

dci'jjJ~ttnneVitS"d;~~~~,!!.lttl,!.lIlJP.e.~ I

ru
1
2

rm not sure which exhibit - well T Is the tax return.

;,

I\..

Well, there's a schedule of four pages of payments.

Q.

Maybe you can look, there's an Index In the Front,

Mr. Taylor, and maybe that would help you flnd It.

MR. CRES,?MAN: let me see IfMR"i.MCNICHOLS: Maybe you could help us, Counsel,
that would be .ppredated.

21

three hundred seven thousand, That's the-

22
23

it doesn't equal six thousand.

24
25.

December of 2006,.Mr. McNichols?

.

~!iIll'iJ\.et'ii 'Reiia tromine c:Ompany three hundrell-«lfil

MR. CRESSMAN: The deduction's made there because

each and every month based upon the six million total, not the

sIX million minus the 307. And I'm embarrassed about It
because when I - when Pat Moran pointed this out that the

Interest was on six million but the number w~sn't, I had Aimee
COlTect It as a year-end adjusting entry for 2007 - 2006.
BY MR. MCNICHOlS:

24

To the beneflt of Mr. Reed Taylor?

A.

Yes..

Q.

Than~ you. Now, Mr. Cressman asked you about whether

you provided monthly statements of commiSSions to
Mr. Reed Taylor. Does AlA Services Corporation generate
monthly statements of commiSSions?

A.''''!iNi>..tiflthl;-'if.iif~waY'we dltl--back.·lh'the: mld',gn •.
·.!!I'.~T)\th'~lill~ lj!<:~tn;>I* II0W and Y-I>U have to look it up on th\'o

-- act!W!h'!llp}lthIY'9tatemeJ)~ ot'nl!W "ales I think Is What he

··th·",,;ys~~fI1

23

THE COURT: Are you speaking of the adjustment In

Q.

Q.

all automated now throuph an

d.aUy. if you want.

,.H\lW.)01l9 has 1\ been since you generated tjtese

documents?

J25
Page 132 to 135 of 21~
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ProbabtYr-n¥B years, four or five years.
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FROM:CLEMENTS BROWN 7439295

TO: 7468421

Michael E. McNichols
CLEMENTS, BROWN & McNICHOLS, P.A.
Attorn2'! at Law
321 131 Street
Post Office Box 1510'
Lewiston; Tdnho 83501
(208) 743-6538
(208) 746-0753 (Facsimile)
ISB No. 993
Attorneys Tor Defendants ArA Services Corporatio1\
AIA,lnsurance,Inc. and R. John Taylor

IN THE DISTRICT COURT Of THE SECOND JUDICIAL DISTRICT OF THE
STATE OF IDAHO. IN AND FOR THE COUNTY OF NEZ PERCE

REED J. TAYLOR., a. single pcn~on;
,
vs.

)
)

Plaintiff,

)
)

AlA SERVICES CORPORATION. an Idaho
Corporation; AlA INSURANCE. INC., an
Idaho corporation; R. JOHN TAYLOR AND
CONNIE TAYLOR, individually and the
community p'rnperiy comprised thereof:
BRYAN FREEMAN. a. single person; and
JOLEE DUCLOS. a single person:
Defendants.

County of Nez Perce

)

)
)
)

AFFIDAViT OF
R. JOHN TAYLOR

)

)
)
)
)
)
)

-to

)

Case No: CV 07 ..00208

)

.,.

STATE OF IDAHO

"

: S8.

.,

If R. John Taylor, being duly aworn, state:

,1.

,

Tlim an adult citizen of the United'Btates of AmerIca, competent to testifY

'

li

as a witness, and make this affidavit ott my personal knowledge.

2.

I n<wc degrees in accounting and taw, and am ~ t'llember of the Idaho State
<

Bar: I have extensive experience with busIness, government, and governance i/isues

.'

related to charitable organizations. I serve on several Boards of Directors and have been

\,
'i

~
I

~,

I
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I:
1I,

, ,

P:2Y50

TO: 7468421

. the Idaho Investment Fund Endowment
appointed by Governors Batt and Kempthornc 'to
Board.
;

Office

3.

For more than twelve years. I have been the President and Ch~efExecutlvc

~f

AlA Servlces Corporation !U1d A[A InsuraJ\ce, Inc., both of which are Idaho

cotporatjl)ns. From the time r joined: the companies in 1976~ I was the Chief Operating
Officer.
i:

4.

"<

Plaintiff was responsible for the saJes side of the company from 1976 to

1995.

I joined the company, now known as AlA Insurance, in 1976. AlA

S.

Insurance was an agent and third party administrator for three fann organizations in the
Northwest at that time. Through my efforts, as CWef Operating Officer, the company
.,

>.

expended its farmer health insurance plans to over 30 farm organi7.ations, like the North-,:

·i

Dakota"Grain Growers Association, the Arkansas Soybean Growers Association. etc.
No stock in AlA Insurance or AlA Services was ever issued to or ever gIfted to

\

I

~',

m~U'y

i
I

plaintiff.

In Decomber, t 983, AlA Services Corpora.tion was fonned for the purpose

6.

of assisting in the settlement of Reed Taylor's divorce, which was paid for and financed
by company funds. AlA Services Corporation owns Illl of the issued and outstanding

Rha.res of stock in AlA Instmmce. Inc.
::.:

In the 1983 reorganization~ J'received my initial shares t:;lf AlA Services

7.

".

stock in exchange for my intere.'1t in the Lifo fnsurance Company of Idaho. a .life
insurance company.'
, 8•. ~

!.

,.

'.

In 1995, AlA Services Corporation entered into various

agrccment~

with

tho Plaintiff to effectuate his retirement
,. and to buyout tho Plaintiffs interest in AlA

:.t

Services. Thc purchase price, including transfer of airplanes, personal debt. and other
.;.,

Il."iSets

totaled nearly $ Jo,oqO.OOO. AlA Services !si;ued 295,000

~harcs

of Soriel\ C

Preferred Iltock, in the amount of $2,950,000 to assist in tho tj.n~ncjl1g of this leveraged

buyout.

bue~:to complex accounting rules, the purcha~e price caused an ~mmediate

reduction to the capital of AlA Servi.c~,
. 9,

ATA"Serviccs Corporation is indebted to the plaintiff under the terms of a

written agreement which has been amended and modified by written and oral agrecmcntl'l .

.
'
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I
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I
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TO: 7468421

FROM:CLEMENTS BROWN 7439~5

Wffi-28-2007 17:38

One of such modifications is uttached

fl$

Exhibit A hereto. Plaint! ff alleges that AlA

Services Corpol.'fltion i~ in defau~t under the terms of the agreements and defendants
allege that AlA Service~ Corporation i~ l10t jn qefaut1.

,..

...y.

10.

Throughout the period from the initial leveraged buyout, AlA Sorviccs

and. AlA Insurance have been m,anaged properly and profitably, to the extent Plaintiff has

reccive.d over $8,000,000 in payments since the transaction occurred.
11.
. Ill1

Unfortunately for the business. the Plaintiff dJd not retire. He main·tained

office at the Company hea~qttarters and bad access to nil company information, freely

offering advice and direction. At times he served on the Board of Directors or advisory
boards
of AlA Insurance and AlA Services. He has had a standing offer to rejoin the
.,.
Board, as a member or observer, which was reiterated late last year. No information was

refused to him or his financial adVisors. The financial statements of tho operating
companies havo been a~djtcd by major. independent Certified Public Accountants.
12.

From

19~5

to

19~7,

nearJyalJ of the commissions and revenues of AlA

Insurance came from tbe Univer;le Life Insurance Company and Centennial Life
"

:v

Insurance Company. Like much of the U.S. health insuranee indURtry at that time, they
became impaired ac; a re$utt of small group refonns~ ~tiffer capital rcquirtJmonts, rapid

:f•

. medical cost inflation. and other.rpasol1$. By 1997. Universe Life began:··~eps toward

I~ .
,
J
f
:

liquidation, along with the Centennial 'LIfe Insuraijce Company. With the assjstance of"'·
:.!>

the Idaho l?epruynent of Insurance, much of the grower health insurance bUBindsB was
transferred td'TrustInark Insurance Co.mpany. where it remains today. However. ml.Jch of.

.,

the busjness lapsed in the intervenIng years. .

.,",:

~:

13.

;..

During those time$~ many of tho agents ~nd agencios that traditionally

represented AlA loft the company. '!The plaintiff exacel.'batea the /mlea fotce decline by
forming a competing company, which further caused the decimation of the company's
sales force and independent agency sYAtem. Plaintiff actually Induced AlA agents to
:~

~

leave the company and work for plaintiff.
14.

.,

~.

Beginning ill 1999~ Cro'pUSA· 1I1surancc Agency,.· Inc. was formed .,to

explore the possibility of marketing crop insuranco to the ~ame client ba~. CropUSA'

"

rail1ed funds Indepent;lenUy of AlA Insurance to operate, but Qgl'eed to assist ALA

fnsuronce with

oycrhca~ and agency costs and

to reimburse AlA Insuranco for salariell
i;'

,

..
"

,.
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TO: 7458421

FROM:CLEMENTS BROWN 7439295

rent. office space. nnd other
together to build

Ii

COSh<;

when appropriate. AlA and CropUSA plan to work

revitalized sa.J.e~ team. In addition to assisting AlA Insurance in

rebuilding its agency force un4 sales lltaff, AlA would receive an exclusive right to
market health and disability products to CropUSA erop insurande cJlents.
.:

,

;.'

:'.'

I"',

15.

From 2000 to 2003. the plaintiff and I negotiated and renegotiated the

"
terms of the redemption agreement and payment of the interest alld principal
to plaintiff.
'Finally, after nearly three years, plaintiff decided to keep his note from AlA Insurance.
forego any equity positjon in the companies, and have AlA Services accrue any unpaid
interest. 'n addition. plaintiff agreed to accept pal,'tial interest paymellts of $15,000 per
month, plus other payments on his behalf for his pilot and t'Mch hand of approximately
$10)000 per month, for a toW of nearly $25,000 per month. We agreed that no principal

;-: was to be paid to plaintiff on his retirement note until the redemption of all the Series A
Preferred Stock held by DOM~ Taylor. (See attached Exhibit A) I further agreed to

guarant~c the redemption of Donna Taylor's debt with plaintiff. During this pcriod.,. I was
not taking a monthly salary:., In. order to assiSt in conserving cash.
16.

Additionally, the pJaintiff agreed to defer his receipt of the unpaid

principal and interest on hls note until the companies werc financially· ablo to be
~

re$tructured and to redeem his note. He was provided written business plans and budgets
outlining the plnns and he agreed to the

obj~tives.

When the plan achieved

breakeven~

..

;'

status. at about $35 million in I1cwbusiness placements., tbe companies could begin
!

catching up on accrued in'ierest payments. When the companies achieved $60 million In
new busIness placements, the companies would then be ab1e to retire his note and redeem
aU the outstanding prcfC!rrod shares of AJA Services.
17.

,l,;

The companies had hoped to achieve the abovo gouls by tbil'l time, but

Plaintiffs interference with various agents and insurers ~eJayed

fun implementatiQn of

~'

"

!.he agreed plan for at least three years.

1

"

J8.

In March of 2006, r ordered the plaintiff not'to interfere with or conmct

the agcnts,cmployeos or ~ales. m~a.gers of the companies and not to contact any

lf

conunodity association directors. I further IRolated alJ safes managers from the plaintitrs

de~andR, directivoR, and ROles tactics. Further, it beC{lmc apparent that p~ajntjff. ~ould
not

(,)I

could· not pass his property and cil.llualty licen1le exams and may have been
:~

',"::.

I
!
I

I
MEMORANDUM OF PLAINTIFF, REED 1. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
REQUEST FOR ELIMINATION OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

I

H7U

FEB-28-2007 17:38

FROM:CLE11ENTS BROWN 7439295

TO: 7468421·

improperly assisting other agents in. the soHdtation of insurance, ao

r forbade

Plaintiff
[

fTom contacting any farmer for the purpose of soliciting insurance, a.s required by law. I

:

.~

J

reiterated ,that demand to him in a letter in February 2007 which is attached hereto as
:~.'

Exhibit B.

19.

CropUSA has become vet)' successful. I believe it will meet its goals in

this frrst yeal' of operation with Clearwater Insurance Company. To da.te, it hall placed
nearly $20 million In crop insurance business. and is on target to achieve over $3.0 mHilon .
this crop year. In addition, with a rebuHt sales team, otber insurers are now Interested in
providing AlA Insurance with new health insurance products.

20.

~.

Plaintiff now wants to benefit from the suocess of the companiea and

wants to a.gain renegotiate his retirement note. Soon after securing adcq,uate lines of

rus

credit to rebuild the agency force,' the plaintifl'. has renewed
~

~.

determination
to
..

rencgoti!l;te so that he can grab an equity interest in addition to the retirement note. The

\

acts outlined by the plaintiffs allegations are untrue and colored:by his extreme jealousy.
21.

Plaintiff now alleges, 'as an ogrcgious cvent of dofault, that the company

" In fact, plaintiff consented to
_ failed to provide a lock box that diminished his security.

... ~,

and was intricately involved in tho termination of the lock box agreement by his efforts

and~onsent to wlBist in the transfer or""tho AfA Insurance block of health insurance
business in 1997 from Universe Life trnd Centennial Life insurance companies to.,

Trustm~k Insurance Company.

Trustmark w~utd not allow a Jock box rcquirem~nt. Tho'

rieed for the lockbox was discussed with plaintiff and his

advi~~rs

i

I

a.nd it was jointly

II

terminated ten yeam ago as 'unnecessary and wasteful, especially since AlA began

f

,. collecting alf the premiums in LowMan on behalf ~fTrustmark. (Prior to tbe Trustmark

.

:.;

\

;;

it

transfer, the premiums had been collected in Kansas City)
22\

Plaintiff mlscbaracterizes the Augt.lst 2004 transaction between CroptJSA

and AlA Insurance of $1.5 mimon a.q a tr~nsfer. In fact.
,

all

reported to plaint! rr at the

i

,

I!

:.

,

":'

I
I

time. AlA took ~dvantage of an opportunity to purchnse a substantial amount of the

I

Preferred Series C stock or'NA Services Corporation from CropUSA at a substantial

I'I'

.,

discount to its par value. TIle Serios C stock had been issued originally to assist with the;.
~.

payments to the p]ainriff under [he 1995 agreemeq.ts.

I:

I
it

,
I

I

t
~

\.

,
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TO: 7468421

FROM:CLEMENTS BROWN 7439295

23.

Plaintiff has personal knovAedge that all payments among the entitios

controllcd by me are a.ccounted for and fully balanced during the co~~se

or business and

detailed in the annual audited statements provided to him. The Plaintiff fails to note !lny
of the hl(cr"company paYllblcs AlA Insurance owes to the other entities.
24~

After 2005, plaindffran out of money and demanded additional payments

from the company, which I repea.tedly resisted.

Plaintiff bas boon pressuring the

company since that time. to make additional payments to him outside of our modified
agreement in order to RUpport his,~irplanes and lifestyle.

25.

During 2006, the companies ~gcd a line of credit from a lender for up

to $15 million dollars. The previou:; line of credit with Zions bank. wa.s not adequate to

enable th~ company to grow as fast
~, amount of the loan able
..'

1!8

'.-

outlined by the compaoy business plan. The

to be drawn is dependent on the commissions receivablo by

CropUSA and the amount of certificates of dep~sits posted by shareholders. Beginning
this year, the borrowing capacity will enable AlA Insurance to begin carrying its plans to
.,

reintroduce a new medical product to association members. Plaintiff knew of the terms

.'

of this agreement. received drafts of tho agreement. and eagerly anticipated the new line

"•

because it so increased his prospects of being paid off.
Since the leveraged buyout and retiJ.·em;tll plan for the plaintiff, I have "
limited my salary to less tban the level agreed to by the 1995 documents, including

26.

.:,.-,

payments made 90 his behalf AlA Insurance. The plaintiff knows that T did not receive

Il

: :,...~

. mOllthly flalary in 2001. and intentionally mislcadfl the cot.u:t to believe otherwise.
. . 2.7.

Plaintiff further misinforms the court by oharacterizing a wo* shoot

detailing a Une item on a CropUSA financlal statement as an h:mpproprinto loan from tn,e

>,

cOlllpany 401 (k)' plan to C:opUSA. The plaintiff has been advised and knows that the
trMsaction was a purchase of short

term mortgages on commorcial propertle..'i located in

.

Minneapolis and HnU1ltoo, which is entirely pcrmis..'Iiblc, and fur an amount substantially
.
less th~n plaintiff alleges.

~.

2.8.
J

For ever twe!:ve years, as CEO of AlA'~jns'urance and AlA Services, r havc

made th~ d~cisions for the operations, development, and management of ~c companies in'
their ove,Xalr best intorcs~ for all the stakehcilders, consistent with ~OlU1d bmdness'
principle::! and busine.l's judgment. As a Third Party Administrator. agent, and Managing

MEMORANDUM OF PLAINTIFF, REED 1. TAYLOR, AS TO PAYMENT OF.MEDIATOR'S FEES,
REQUEST FOR ELIMINATION OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

'!
I

!
. ,,
!,
I

I'

'FEB-28-2007 17:39

FROM:CLEMENTS BROWN 7439295

TO: 7468421

','

General Underwriter. the company maintains the highest standards of inte~rity in nil its
transactions. All activities are intticatelr reviewed in tho CPA audits. by government

auditors. and by financial institution auditors.

.

r-

,.:rt::
..
. '
I
..;r::

Dated February d_g~ 2007.

.

"

"

i.'

<

-,

~

.

~

.

".,.~:.">

SUBSCRIVED AND SWORN to tbisr.~L " day of February, 2007.

Notary Public in and for the State ofIdaho,
Residing Ilt Lewitrton, therein.
My Commission Expires: \0- '6-tYl
....

,"

....

'.'

i

I

"

I
I!
,
~
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.. FEa-28-2007 17:39

FROM:ClEMENTs BROWN 7439295'

TO: 746842-1

:"

I hereby certify that on the 28th day ofFcbruary, 2007, I caused to be served

a. true and correct copy of the foregoing by the method indicated below? and addressed
to the following!
Roderick C. Bond
NedA. Cannon
Smith. Cannon & Bond. PLLC

Attorneys at Law"
508 Eighth Street "'.

David A. GittIns
Attorney at Law
P.O. Box 191'
Clarkston, WA 99403
Fac:Jimile! 758-3576

Lewiston, ID 83501
Facsimile; 746~8421

Paul R.

Cressm'an~

1r.
Ahlers & Cressman, PLLC
. 999 Third Avenue, Suite 3100 .
Seattle, W A 98L04~4088
"
Facsimile: (206) 287-9902

;~~~."

Jonathan D. Hally
Clark & Feeney
P.O. Box 285
Lewiston, ID 83501

Facsimile: 746-9160

U.S. MAIL
HAND DELIVERED
'='::"'='-----"'" OVERNIGHT MAIL
._ _X~ TELECOPY (FAX)
."',.

(

"''w'

~,u .~_~.
•. '

""

..
'~'.

.CLEMENTS~ BROWN & McNICHOLS;'P.A.

:1:

8
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:

lLEB-28-2007 17:39 FRDM:CLEMENTS BROWN 7439295

TO: 7468421

"

,.
l::

February 21, 2001

Donna Taylor
3730 Nicklaus Drive
Clarkston. WI!.. 99403

'EXHIBIT1l

. Dcar Ms. Tayior,

"."

-.
'.

~

AlA is developing a now crop in.c;umnce program through a
new company oal1ea CropUSA. We wiJl be filing a Fotnl D stock
registration for the agencies who Join with CropUSA.
The costs of putting tho CropUSA program together in Toxas
havo boon paid. AlA now. needs to launch in five new territories next

;. Month.

~

.

.

,.

:

AlA reqUCllts it be allowed'to defer the stock redemption payments
to you for the nex.t five months. Bven though redemptioR is defe~ AlA will
continue to accrue the interest on the interest paymCll~s not made.
AlA will agree to work with you to ~trUcture yaur payments so your
~
redemption payments are C(lnvertoo to other in~me you can set up a. SEP' or Defmed

so

Benefit pla:n. When you become a consultant. we can add you to the current
AlA hca.lth plan..You will have the option to convert some OfyollI Prefened A
Stoak to CropUSA on the same rate as offered to the C stook

."

.;

F:

It will take a few months to set this all up. We will work 'With rout'
Accountant or will introduc.e you to CPA's here ot' In Spokane who can set up
the right tax plan.

;.'"

Your preferred A stock bas the highest priority. above the payments
Reed and John will
guJll1lUtcc the deferred payments.
"";. "

to Reed, the Preferred C, and the common stock..

\.
~

"-

I,
!

j

.,

)

..

,I:
j
I

I
I

,.

...
f:

Ii
1

[
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II 1./
Q 2.

r
[

i

CropUSA
Insurance

111 Main Stree~ • P.O. U'nx 538
L!!wi.~tol'. fr) 83501
800·635·15)9
208·799·9000
208·746·8159 fall
w"vvi.CrupUSA.illSl.lr;\nc:r.:.~um

February 1,2007

EXHIBIT

~

Mr. Reed Taylor,
7498 La.pWai Road
Lowiston.ID 83$01
Facsimile tr.ansmission: 746-1846
Dear Mr. Taylor:

Recently you requested busineas cards from Growers Nati,onal Co-op. I want to r~mii1d you
again that you are not authorized to solicit insurance on behalf of Growers National or CropUSA
as you do not have a property & casualty insurance licem;e. Yot). Can:t;lot accompany other agents
in any 111eeting in which they may be ~o1iciting ,new clients. I have let Lynne and Jud know that
as well. Thank you for your cooperation.
'
CropUSNGrower~ National Co-o~

/'

~

Jolm Taylor

QBCH!\51 \ 6D6. 1
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RODERICK C. BOND
NED A. CANNON, ISB #2331
SWTII, CANNON & BOND PLLC
Attorneys for Plaintiff
508 Eighth Street
Lewiston, Idaho 83501
Telephone: (208) 743-9428
Fax:: (208) 746-8421
PAUL R. CRESSMAN, JR., ISB #7563
BRETT M. HILL
AHLERS & CRESSMAN PLLC

Attorneys for Plaintiff
999 Third Avenue, Suite 3100
Seattle, Washington 98104-4088
Telephone: (206) 287-9900
Fax:: (206) 287-9902
IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR, a single person,
Plaintiff,

Case No. CV-07-00208

v.
AlA SERVICES CORPORATION, an
Idaho corporation; AlA INSURANCE,
INC., an Idaho corporation; R. JOHN
TAYLOR and CONNIE TAYLOR,
individually and the community property
comprised thereof; BRYAN FREEMAN,
a single person; and JOLEE DUCLOS,
a single person,

STIPULATION AND ORDER
APPOINTING JUDGE DUFF MCKEE
AS DISCOVERY MASTER

Defendants.

STIPULATION AND ORDER APPOINTING
JUDGE DUFF MCKEE AS DISCOVERY
MASTER-1
.

735mEm@~NDUM OF PLAINTIFF, REED 1. TAYLOR, AS TO PAYMENT OF MEDIA TOR'S FEES,

REQUEST FOR ELIMINATION OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER
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STIPULATION
Whereas, the parties desire that Judge Duff McKee serve as a Discovery Master, the
parties hereto, by and through their counsel of record, stipulate as follows:
Judge McKee shall serve as a Discovery Master with regard to discovery disputes. In his
role as a Discovery Master, Judge McKee shall have the authority to rule on all discovery
disputes as if the disputes had been presented to the Court, in accordance with Rule 53 of the
Idaho Rules of Civil Procedure, and in accordance with appropriate procedures which he shall
implement, which rulings are subject to review by the Court as provided for in Rule 53 of the
Idaho Rules of Civil Procedure.
Upon ruling on any discovery dispute, Judge McKee shall submit a Master's Report to
the Court as provided for in Rule 53(e)(1) of the Idaho Rules of Civil Procedure. Judge McKee
is empowered to address the discovery disputes in the same manner as if the disputes were
presented to the Court for resolution and empowered to award any and all relief as would be
available if the discovery disputes were instead presented to the Court.
Judge McKee shall be compensated at the rate of $_ _ per hour for his services, plus
travel, lodging, and other expenses as necessary. Judge McKee's fees and expenses shall be paid
equally by the parties to the discovery dispute at issue subject to Judge McKee's right to allocate
his fees and expenses in a different manner, and the right of any party to request that
Judge McKee allocate his fees and expenses in a different manner in order to facilitate the
parties' compliance with the rules of discovery.
DATED: This _ _ day of September, 2007.
SMITH, CANNON & BOND PLLC
AHLERS & CRESSMAN PLLC

By:-:;:::--;-::::--:;:::--_ _--=--==--:--::=-:::-c:-:::-_ __
Paul R. Cressman, Jr., ISBA #7563
Attorneys for Plaintiff, Reed J. Taylor
STIPULATION AND ORDER APPOINTING
JUDGE DUFF MCKEE AS DISCOVERY
Ml¢fJjRlEiRANDUM OF PLAINTIFF, REED 1. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
73~QV~·f:OR ELIMINATION OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER
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HAWLEY TROXELL ENNIS & HAWLEY, LLP

By:-=----=::--:::--:-::-::--:::-=:-=-:-~_:_:::_:=__---Gary D. Babbitt, ISBA #1486
Attorneys for AIA Services Corporation
and AlA Insurance Inc.
CLEMENTS, BROWN & McNICHOLS, P.A.

By: _ _ _ _ _ _ _ _ _- - : - : - - - - Michael E. McNichols, ISBA #993
Attorneys for Defendant, R. John Taylor
CLARK AND FEENEY

By: _ _ _ _ _ _ _--,_ _ _ __
Jonathan D. Hally, ISBA #4971
Attorneys for Defendant, Connie Taylor
LAW OFFICE OF DAVID A. GITTINS

By:-=---:-:--:---=:--:---==-cc--;-;-=c:--:-----David A. Gittins, ISBA #6514
Attorneys for Defendants, Bryan Freeman
and Jo1ee Duclos

STIPULATION AND ORDER APPOINTING
JUDGE DUFF MCKEE AS DISCOVERY
1'vMtSl~IDUM OF PLAINTIFF, REED J. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
73RCE~{If~¥f\2>R ELIMINATION OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER
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ORDER
Based upon the foregoing Stipulation,
IT IS HEREBY ORDERED that Judge Duff McKee is appointed as the Discovery
Master in this matter, subject to the terms of the foregoing Stipulation.
DATED: This _ _ day of September, 2007.

JeffM. Brudie, District Judge
Presented by:
SMITH, CANNON & BOND PLLC
AHLERS & CRESSMAN PLLC

By: ___-:-:::,,----::::-----=--=:=----:7:::-:::-=--Paul R. Cressman, Jr., ISBA #7563
Attorneys for Plaintiff, Reed J. Taylor
Approved as to Form, and Notice of
Presentation Waived:
HAWLEY TROXELL ENNIS & HAWLEY, LLP

B y:-::::---:::c-:::::--:--:-:--==-:--::-::-:-::-;:-----Gary D. Babbitt, ISBA # 1486
Attorneys for AlA Services Corporation
and AIA Insurance Inc.
CLEMENTS, BROWN & McNICHOLS, P.A.

By: _ _ _ _ _ _ _ _ _ _ _ __
Michael E. McNichols, ISBA #993
Attorneys for Defendant, R. John Taylor

STIPULATION AND ORDER APPOINTING
JUDGE DUFF MCKEE AS DISCOVERY
~(}jikNt>UM OF PLAINTIFF, REED 1. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
73~~{!j~1f1Q)R ELIMINA nON OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

CLARK AND FEENEY

By: _ _ _~,..--:-::--==-:--:-:-:-:::-=-::-_ __
Jonathan D. Hally, ISBA #4971
Attorneys for Defendant, Connie Taylor
LAW OFFICE OF DAVID A. GITTINS

By:

=D-~~i~d~A-.~G~itt~~~,~IS~B~A~#~65~1~4~------

Attorneys for Defendants, Bryan Freeman
and Jolee Duclos

STIPULATION AND ORDER APPOINTING
JUDGE DUFF MCKEE AS DISCOVERY
~-N.6JUM OF PLAINTIFF, REED J. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
7~~Q~H)R ELIMINA nON OF DISCOVERY MEDIA TOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

CERTIFICATE OF SERVICE
I hereby certifY that on the _ _ day of September, 2007, I caused to be served a true
and correct copy of the foregoing Stipulation and Order Appointing Judge Duff McKee as
Discovery Master on the following persons, via the methods indicated below:
Gary D. Babbitt
D. John Ashby
Hawley Troxell Ennis & Hawley LLP
877 Main Street, Suite 1000
P.O. Box 1617
Boise, Idaho 83701-1617
Attorneys for ALA Services and AIA Insurance

Via:
()
()
()
(X)

David A. Gittins
Law Office of David A. Gittins
P.O. Box 191
Clarkston, Washington 99403
Attorney for Defendants Duclos and Freeman

Via:

Michael E. McNichols
Clements Brown & McNichols
321 - 13th Street
Lewiston, Idaho 83501
Attorneys for Defendant R. John Taylor

Via:

Jonathan D. Hally
Clark & Feeney
P.O. Box 285
Lewiston, Idaho 83501
Attorney for Defendant Connie Taylor

Via:

Roderick C. Bond
Ned A. Cannon
Smith, Cannon & Bond PLLC
508 Eighth Street
Lewiston, Idaho 83501
Attorney for Plaintiff Reed Taylor

Via:

Paul R. Cressman, Jr.
Ahlers & Cressman PLLC
999 Third Avenue, Suite 3100
Seattle, Washington 98104
Attorneys for Plaintiff Reed Taylor

Via:

U.S. Mail, Postage Prepaid
Hand Delivered
Overnight Mail
Facsimile: (208) 392-3829

( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
(X)

( )
( )
( )
(.)

Facsimile: (208) 758-3576
U.S. Mail, Postage Prepaid
Hand Delivered
Overnight Mail
Facsimile: (208) 746-0753

( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
(X)

Facsimile: (208) 746-9160

( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
(X)

Facsimile: (208) 746-8421

( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( )
(X)

Overnight Mail
Facsimile: (206) 287-9902

Signed this _ _ day of September, 2007, at Lewiston, Idaho.

Court Clerk
STIPULATION AND ORDER APPOINTING
JUDGE DUFF MCKEE AS DISCOVERY
~§fJ1BltA:tIDUM OF PLAINTIFF, REED J. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
73~QeJl~lFbR

ELIMINATION OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER
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(

RODERICK C. BOND
NED A. CANNON, ISB #2331 .
Smith, Cannon & Bond PLLC
Attorneys for Plaintiff
508 Eighth Street
Lewiston, Idaho 83501
Telephone: (208) 743-9428
Fax: (208) 746-'8421
PAUL R. CRESSMAN, JR., ISBA #7563
Ahlers & CressmanPLLC
Attorneys for Plaintiff
999 Third Avenue, Suite 3100
Seattle, Washington 98104-4088
Telephone: (206) 287-9900
Fax: (206) 287-9902
IN TIlE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE STATE OF
IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J . TAYLOR, a single person,
Plaintiff,

Case No.: CV-07-00208

v.
AlA SERVICES CORPORATION, an
Idaho corporation; AlA INSURANCE,
INC., an Idaho corporation; R. JOHN
TAYLOR and CONNIE TAYLOR,
individually and the community property
comprised thereof; BRYAN FREEMAN,
a single person; and JOLEE DUCLOS,
a single person,

PLAINTIFF'S FIRST REQUESTS FOR
PRODUCTION OF DOCUMENTS TO
DEFENDANTS AlA SERVICES
CORPORATION, AlA INSURANCE, INC.,
R. JOHN TAYLOR, BRYAN FREEMAN,
AND JOLEE DUCLOS

Defendants.

PLAlNTIFF'S FIRST REQUESTS FOR
PRODUCTION OF DOCUMENTS TO
DIM]i~rn~i~HjM OF PLAINTIFF, REED 1. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
REQUEST FOR ELIMINA TION OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

(

(

TO:

AlA SERVICES CORPORATION, AIA INSURANCE, INC., and R. JOHN
TAYLOR, Defendants; and MICHAEL E. MCNICHOLS, their attorney;

AND TO:

BRYAN FREEMAN and JOLEE DUCLOS, Defendants; and DAVID A.
GITTINS, their attorney

You are to make available to Plaintiff, pursuant to Rules 26 and 34 of the Idaho Rules of
Civil Procedure, the below documents in your possession, custody, and control for the purpose of
inspecting, photographing, and copying within thirty (30) days from the service hereof All
documents are to be produced in their original files.

1.

DEFINITIONS
A.

The term "document" means and includes any and all tangible things and

documents, whether written, electronic, recorded, graphic, typewritten, printed or otherwise
visually reproduced, whether in draft or final form, regardless of how obtained or stored,
including, but not limited to all: papers, general ledgers, check registers, agreements, contracts,
letters, e-mails, e-mail attachments, electronic calendar entries and notes, electronic files, .pdf
files, word processing documents and files, cables, spreadsheets, financial statements, balance
sheets, bank: statements, payroll documents,notes, memoranda, correspondence, telegrams,
commission reports, income statements, vouchers, estimates, patents, books, planners, annual
reports, diaries, logs, time sheets, reports, studies, minutes, records, checks, wire transfers, video
tapes, models, studies, schedules, compilations, accounting software, letters of credit, accounting
books, maps, plans, blueprints, sketches, charts, drawings, diagrams, photographs, movies, films,
assignments, notebooks, ledgers, bills, statements, invoices, receipts, analyses, surveys,
transcriptions, and recordings.

PLAINTIFF'S FIRST REQUESTS FOR
PRODUCTION OF DOCUMENTS TO
D~lI¥ OF PLAINTIFF, REED J. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
REQUEST FOR ELIMINATION OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

(.

B.

The term "identify" when used with respect to a document, or the description or

identification of a document, shall be deemed to include a request for the following information
with respect to that document:
1)

The nature and substance of the document;

2)

The date, if any, which the document bears;

3)

The "identity" of the persons to whom the document is addressed;

4)

The "identity" of all persons having possession, custody, or control of
each original or legible copy of the document.

C.

The term "identity" or "identify", when used with respect to a person or entity or

a request for the description or identification of a person or entity, shall be deemed to include a
request for the following information with respect to such person:

D.

1)

The person's or entity's name;

2)

The person's or entity's last known address; and

3)

The person's or entity's telephone number.

The word "you", '''your'', or "yours" refers to any of the above-named Defendants,

and all or any of their agents, representatives, employees, and attorneys.

2.

REQUESTS ARE CONTINUING I TIME PERIOD
These Requests are ongoing, and you have a duty to supplement and provide additional

information as it becomes available to you. These Requests for Production cover the time period
January 1, 1995, through the date this litigation is concluded.

3.

OBJECTIONS
In the event you seek to withhold any documents on the basis that they may be privileged

or otherwise not discoverable, you are to supply Plaintiff with a list of the documents for which
PLAINTIFF'S FIRST REQUESTS FOR

~~ 8PPL~~,1RED 1. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
~~~LlMINA nON OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

(

(

limitation on discovery is claimed., indicating for each document the date; the author; the name of
each recipient, addressee, or party for whom such document was intended, if any; the general
subject matter of the document; and a description of the document.
REQUESTS FOR PRODUCTION
1.

All detailed general ledgers and all journal entries for AlA Services Corporation

and AIA Insurance, Inc.
RESPONSE:

2.

All supporting documents for the general ledgers and journal entries of AIA

Services Corporation and AIA Insurance, Inc.
RESPONSE:

3.

All monthly and other periodic bank statements for all bank accounts of AIA

Services Corporation and AIA Insurance, Inc., including all checks, wire transfers, automatic
deposits and withdrawals, credits and debits.
RESPONSE:

PLAINTIFF'S FIRST REQUESTS FOR
PRODUCTION OF DOCUMENTS TO
DmIEMD.I\NmEll:J:M OF PLAINTIFF, REED 1. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
REQUEST FOR ELIMINA TION OF DISCOVERY MEDIA TOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

(

4.

(

All check registers for AIA Services Corporation and AIA Insurance, Inc.

RESPONSE:

5.

All working papers of outside accountants of AIA Services Corporation and AIA

Insurance, Inc., and all correspondence and e-mails involving such accountants.
RESPONSE:

6.

All documents describing the type of accounting system utilized at any time by

AIA Services Corporation and AIA Insurance, Inc., the type of software for such systems, the
ability to transfer or download accounting and fmandal information electronically and into
Excel, and all other documents pertaining to the accounting systems of AIA Services
Corporation and AIA Insurance, Inc.
RESPONSE:

7.

All documents pertaining in any way to AIA Services Corporation and AIA

Insurance, Inc. sharing, lending, or advancing expenses, personnel, funds, resources, and
premises with any other company, including, but not limited to, Crop USA Insurance Agency,
PLAlNTIFF'S FIRST REQUESTS FOR

p~mGt~~ 8PR]1i~fniJRED 1. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES
~&~LlMINA TION OF DISCOVERY MEDIATOR, AND REQUEST FOR
'
APPOINTMENT OF DISCOVERY MASTER

Inc., Sound Insurance, Pacific Empire Communications Corporation, Pacific Empire Holdings
Corporation, Pacific Empire Radio Corporation, Radio Leasing, LLC., Radio Leasing

n, LLC.,

and any other entity, association, or party, including all checks and other documents pertaining to
reimbursement or payments to AIA Services Corporation and AIA Insurance, Inc., and any
associated accounts receivables, loans, or credit arrangements.
RESPONSE:

8.

All credit authorizations, lines of credit, credit arrangements, and related

documents of AIA Services Corporation and AIA Insurance, Inc.
RESPONSE:

9.

All corporate books and records of AIA Services Corporation and AIA Insurance,

Inc.
RESPONSE:

PLAlNTIFF'S FIRST REQUESTS FOR

P~RH&JI{3P~~¥rf¥:!~ED 1. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
Dlill~~K~LIMINA nON OF DISCOVERY MEDIATOR, AND REQUEST FOR
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10.

All e-mails sent, carbon-copied, or received by R. John Taylor, Bryan Freeman,

J oLee Duclos, and all other officers, directors, and managers of AlA Services Corporation and
AlA Insurance, Inc.
RESPONSE:

11.

All documents pertaining to the compensation, benefits, and expenses paid for

R. John Taylor, Bryan Freeman, JoLee Duclos, and all other officers and directors of AlA

Services Corporation and AlA Insurance, Inc.
RESPONSE:

12.

All documents pertaining to all redemptions and transactions involving the

Series C Preferred Shares of AlA Services Corporation.
RESPONSE:

13.

All documents pertaining to all funds, services, or assets advanced or owed at any

time by R. John Taylor to AlA Services Corporation or AlA Insurance, Inc., including all
documents pertaining to any repayment of such obligations.
PLAINTIFF'S FIRST REQUESTS FOR
PRODUCTION OF DOCUMENTS TO
DE~ OF PLAINTIFF, REED J. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
REQUEST FOR ELIMINATION OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

RESPONSE:

14.

All documents pertaining to assets, securities, equipment, credit arrangements,

labor, services, or cash of AIA Insurance, Inc. or AIA Services Corporation which have been
transferred, assigned, lent, or advanced to R. John Taylor.
RESPONSE:

15.

All documents pertaining to all assets, securities, office space, equipment, credit

arrangements, labor, services, or cash of AIA Insurance, Inc. or AIA Services Corporation which
have been utilized, provided, transferred, assigned, lent, or advanced to Crop USA Insurance
Agency, Inc.
RESPONSE:

16.

Any and all documents pertaining to indemnification of any of the Defendants in

this action or payment of their legal fees and expenses by AIA Insurance or AIA Services
Corporation, together with all Notices of Meetings of Shareholders or the Board of Directors of
AIA Services Corporation or AIA Insurance, Inc. to address such issues.
PLAINTIFF'S FIRST REQUESTS FOR

P~~tJ&m :gli<P~:rBmD J. TAYLOR, AS TO PAYMENT OF MEDIA TOR'S FEES,
D~M'¥eld;LIMINA nON OF DISCOVERY MEDIA TOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

(

(

RESPONSE:

17.

All docUments pertaining to all trust agreements, agreements, or contracts

between AIA Insurance, Inc. or AIA Services Corporation and any party, entity, or association in
which AIA Insurance, Inc. or AIA Services Corporation conducts business with or on behalf of,
including without limitation, all trust agreements, all agreements with any associations, all
agreements with any grower associations, all agreements with co-ops, insurance companies, and
all agreements with Crop USA Insurance Agency, Inc. (including copies of all Bylaws of the
foregoing).
RESPONSE:

18.

All documents pertaining to all agreements, contracts, and the like between AIA

Insurance, Inc., AIA Services Corporation, or Crop USA Insurance Agency, Inc. and R. John
Taylor.
RESPONSE:

PLAINTIFF'S FIRST REQUESTS FOR
PRODUCTION OF DOCUMENTS TO
D~ll¥ OF PLAINTIFF, REED 1. TAYLOR, AS TO PAYMENT OF MEDIA TOR'S FEES,
REQUEST FOR ELIMINA nON OF DISCOVERY MEDIATOR AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER
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(
19.

All agreements, fee arrangements, contracts, and related documents involving

AIA Insurance, Inc. or AIA Services Corporation pertaining to the litigation known as In re:

Universe Liquidator Grain Growers Trust, et al. v. Idaho Department of Insurance (alk/a
GGMIT lawsuit), and the status of such litigation.
RESPONSE:

20.

All documents pertaining to the status of the GGMIT lawsuit.

RESPONSE:

21.

All documents pertaining to all redemptions, agreements, contracts, and

transactions involving the Series A Preferred Shares of AIA Services Corporation and the
present balance owed to the holder of the Series A Preferred Shares of AIA Services
Corporation.
RESPONSE:

PLAINTIFF'S FIRST REQUESTS FOR
PRODUCTION OF DOCUMENTS TO
D~~BMlOF PLAINTIFF, REED 1. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
REQUEST FOR ELIMINA nON OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER
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(
22.

(

All documents pertaining to the parking lot purchased by R. John Taylor which is

or has been used by AlA Insurance, Inc. or AlA Services Corporation, together with all
payments or advances relating to such parking lot.
RESPONSE:

23.

All documents pertaining to all minutes of all meetings involving all trust boards

or membership associations.
RESPONSE:

24.

All documents pertaining to AlA Insurance, Inc. 's purchase of Preferred C Shares

of AlA Services Corporation and the present value of such alleged investment.
RESPONSE:

25.

All documents pertaining to the transfer or conversion of Preferred C Shares of

AIA Services Corporation to shares of Crop USA Insurance Agency, Inc.

PLAINfIFF'S FIRST REQUESTS FOR

~~flli:&Ji 8P~~¥iFt!8:ED 1. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
~~OO¥?~~lIMINATION OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

(

(

RESPONSE:

26.

All documents pertaining to all notices of shareholder meetings, notices of board

meetings, shareholder resolutions, shareholder votes, shareholder meetings, board meetings,
minutes of board or shareholder meetings, board resolutions, and any other corporate action
involving AIA Services Corporation and AIA Insurance, Inc.
RESPONSE:

27.

All documents pertaining to any funds lent or advanced to any party or entity

from the 401(k) Plan of AIA Services Corporation.
RESPONSE:

28.

All documents pertaining to shareholder lists of AIA Services Corporation and

AIA Insurance, Inc.

PLAINTIFF'S FlRST REQUESTS FOR
PRODUCTION OF DOCUMENTS TO
D~¥2OF PLAINTIFF, REED J. TAYLOR, AS TO PA YMENT OF MEDIATOR'S FEES,
REQUEST FOR ELIMINATION OF DISCOVERY MEDIA TOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

(

(

RESPONSE:

29.

Documents pertaining to the names and addresses of the officers and directors of

AIA Services Corporation and AIA Insurance, Inc.
RESPONSE:

30.

Documents identifying all persons who are members of any advisory boards or

committees to the board of directors of AIA Services Corporation or AIA Insurance, Inc.
RESPONSE:

31.

All documents pertaining to the spin off, transfer, or sale of the radio station

owned at one time by AIA Services Corporation or AIA Insurance, Inc. lmown as KATW FM.
RESPONSE:

PLAJNTIFF'S FIRST REQUESTS FOR
PRODUCTION OF DOCUMENTS TO
D~ OF PLAINTIFF, REED J. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
REQUEST FOR ELIMINATION OF DISCOVERY MEDIA TOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

{

32.

All documents pertaining to all vehicle purchases or leases involving AlA

Insurance, Inc. or AlA Services Corporation.
RESPONSE:

33.

All documents pertaining to the current financial statements and balance sheets of

AIA Insurance, Inc. or AlA Services Corporation.
RESPONSE:

34.

All documents pertaining to the 2006 tax returns of AIA Insurance, Inc. or AlA

Services Corporation.
RESPONSE:

35.

Documents identifying the names, addresses, and positions of all employees and

officers of AIA Insurance, Inc. and AlA Services Corporation.

PLAINTIFF'S FIRST REQUESTS FOR

P~9Jj~B9<r~:~ED 1. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
D~~eKliIMINA nON OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER
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!

(

(

RESPONSE:

DATED: This 23 rd day of March, 2007.

SMITH, CANNON & BOND PLLC
AHLERS & CRESS

-'

By:-------;O~__::iiI!~~-:::=-----Pa
. Cressman, Jr.
Ned A. Cannon
Attorneys for Plaintiff

PLAINTIFF'S FIRST REQUESTS FOR
P~~61& ~~~:rR£ED 1. TAYLOR, AS TO PAYMENT OF MEDIA TOR'S FEES,
DIill&ml~elt"e.JMINA nON OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

CERTIFICATE OF SERVICE
I, Amy Reed, declare that, on the date indicated below, I served I original and 1
true and correct copy of Plaintiff's First Requests for Production of Documents to
Defendants AIA Services Corporation, AIA Insurance, Inc., R. John Taylor, Bryan
Freeman, and JoLee Duclos on the following parties via the methodes) indicated below:
David A. Gittins
Law Office of David A. Gittins
P.O. Box 191
Clarkston, Washington 99403
Attorney for Defendants Duclos and Freeman

Via:
( ) U.S. Mail, Postage Prepaid
(X) Hand Delivered
( ) Overnight Mail
( ) Facsimile

Michael E. McNichols
Clements Brown & McNichols
321 13th Street
Lewiston, Idaho 83501
Attorneys for AIA Services Corporation,
AIA Insurance, Inc., and R. John Taylor

Via:
( ) U.S. Mail, Postage Prepaid
(X) Hand Delivered
( ) Overnight Mail
( ) Facsimile

Jonathan D. Hally
Clark & Feeney
P.O. Box 285
Lewiston, Idaho 83501
Attorney for Defendant Connie Taylor

Via:
( ) U.S. Mail, Postage Prepaid
(X) Hand Delivered
( ) Overnight Mail
( ) Facsimile

Signed this 23 rd day of March, 2007, at Lewiston, Idaho.

Amy Reed

PLAINTIFF'S FIRST REQUESTS FOR

~~ ~~ .FBiiWIW~Il?> J. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,

RiP~S¥'fBRIgLI!3INA nON OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER
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Gaty D Babbitt, ISB No 1486
D John Ashby, ISB No. 7228

HAWLEY TROXELL ENNIS & HAWLEY LLP
877 Main Street, Suite 1000

.

P.O Box 1617
Boise, Idaho 83701·1617
Telephone: (208) 344-6000
Facsimile: (208) 342-3829
Email: gdb@hteh com
jash@hteh.com
Attomeys for Defendants, AIA SeIvices
COlporation and AIA InsUIance, Inc

IN Hrn DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT
OF lHE STAlE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR, a single person,
Plaintiff~

vs.
AIA SERVICES CORPORATION, an Idaho
cOIpOIation; AIA INSURANCE, INC., an
Idaho corpolation; R JOHN T AYLOR and
CONNIE T AYWR, individually and the
community property comprised thereof;
BRYAN FREEMAN, a single pelson; and
JOLEE DUCLOS, a single person,
Defendants

)
)
)
)
)

Case No CV-07-00208

j

S1IPULAnON REGARDING
DISCOVERY DISPUTES

)
)

~

)
)
)

~

AlA Services Corporation and AlA Insurance, Inc (collectively, "AlA") and Plaintiff

Reed J Taylor, have reached the following agreement with regard to certain discovery disputes
and hereby stipulate as follows:

STIPUlATION REGARDING
DISCOVERY DISPUTES - 1
730532 (#100021 I)

MEMORANDUM OF PLAINTIFF, REED 1. TAYLOR, AS TO PAYMENT OF MEDIA TOR'S FEES,
REQUEST FOR ELIMINA nON OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

Plaintiff's Requests for Production Nos. 1,2, and 3:
REQUEST FOR PRODUCTION NO.1: All detailed general
Ledgers and all journal entries for AlA Services COlporation and
AlA Insurance, Inc
All supporting
REQUEST FOR PRODUCTION NO.2:
documents for the general ledgers and journal entries of AIA
Services Corporation and AIA Insurance, Inc.
REQUEST FOR PRODUCTION NO.3: All monthly and other
periodic bank statements for all bank accounts of AIA Services
CorpoIation and AlA Insurance, Inc., including all checks, wire
transfers, automatic deposits and withdrawals, credits and debits
AlA will produce for inspection and copying

an detailed general ledgers, journal entries,

supporting documents, and bank statements of AIA Services Cozpolation and AlA Insurance,
Inc. that are in AIA's custody and control. AIA will produce in electronic form the responsive
documents that are available in electronic form, and AIA will retain a duplicate copy of
electronic data pIOduced Documents that are available only in hard copy will be made available
to Plaintiff's counsel, upon Plaintiffs reasonable notice of intent to inspect the documents, as
they are maintained by AIA in the usual COUlse of business

Review of documents will be at

mutually agreeable times.
AlA may take reasonab1e measures, including video (but not audio) recording, to monitor
Plaintiffs representatives as they inspect documents at the AlA offices to ensure that all
documents are letumed to their ptOper location and that no documents are lost or otherwise
removed
If Plaintiff wants copies of documents, the docLunents will be Bates numbered, and
copies will be made for both Plaintiff and AIA. Plaintiff will pay the cost of his copies.

STIPULATION REGARDING
DISCOVERY DISPUTES - 2
7305) 2 (#100021 1)

MEMORANDUM OF PLAINTIFF, REED J. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
REQUEST FOR ELIMINATION OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

Regardless of whether documents are being produced electronically
AlA reserves the right to assert that certain documents are plivileged

Ot"

in hard copies,

AlA also reserves the

right to take measures to protect, via ledaction or another appropriate means, sensitive
information, including but not limited private employee inforination, social seculity numbeIs,
insurance policy/claim information, or other sensitive andlOI legally protected information Any
information not produced to PlaintifI'will be identified by AIA on a log provided to Plaintiff At
Plaintiffs election, any infOImation not produced shall be provided to the COUlt or a Discovery
Mastel, for in-camera review, to determine if the infolmation withheld should be produced to
Plaintiff
Plaintiff's Requests for· Production No 10:
REOUEST FOR PRODUCTION NO. 10: All e-mails sent,
carbon-copied or received by R. John TayIOI, Bryan Freeman,
.loLee Duclos, and all other officers, directors, and managers of
AIA Services COIporation and AIA Insurance, Inc.
AlA will produce e-mails sent, carbon-copied, or received by R John I aylor, Bryan
Fleeman, or JoLee Duclos Global Compusearch will extract the e-mails that ar·e cUllently saved
on AIA's servers 1, J, and 5; personal computers owned by AlA (limited to AIA pelsonal
computers used by John TayloI, loLee Duclos, and Bryan Freeman); and AIA's back-up medium

fO! the preceding servers and computers. As to AIA's back-up medium, AlA shall advise
Plaintiff's replesentatives of the natuIe and extent of the back-up mediums, so Plaintiff can
determine if he desires e-mails to be extracted from all of such mediums The parties agree that
Global Compusearch will obtain the e-mails in electronic form and provide them first to AlA's
counsel fO! review for privilege, personal information, and confidential or proprietary
information AfteI taking appropriate measures with regard to privileged documents, the e-mails

STIPULATION REGARDING
DISCOVERY DISPUTES - 3
noS3 2 (#100021 I)

MEMORANDUM OF PLAINTIFF, REED 1. TAYLOR, AS TO PAYMENT OF MEDIA TOR'S FEES,
REQUEST FOR ELIMINATION OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER
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will then be produced to Plaintiffs cO\.IDsel in electronic form

The parties agree that the

following categories of e-mails will not be produced: e·mails protected by the attorney-client
privilege or otherwise privileged (without such information being first redacted); e-mails
containing insurance policy/claim information (without such infoImation being first redacted);
e-mails containing private employee information (without such information being first redacted);
and personal e-mails (without such information being first ledacted)

Any infOlmation not

produced to Plaintiff will be identified by AJA on a log provided to Plaintiff At Plaintifrs
election, any infOlmation not produced shall be provided to the Court or a Discovery Master, for
ill-camera review, to determine ifthe inform.ation withheld should be produced to Plaintiff AIA
may mark e-mails as confidential pursuant to the Protective Order to be enteIed, and such emails will be tleated in accordance with the terms of the Protective Ordet.
AlA and Plaintiff will share equally (50/50) the costs of Global Compusearch or such
other computer expert used to produce the e-mails described above. The agteement to split the
cost of producing the e-mails is contingent on the cost approximating that described in the

Affidavit of Alan Muchmore, dated June 26, 2007
Plaintiff desires to obtain e·mails that have been deleted or oveIwritten, and agrees

fOI

purposes of this Stipulation to bear the cost of extracting such e-mails, including the cost of
having forensic bit stream images made of aU of the hard drives of AIA's serVeIS 1, 3, and 5;
personal computers owned by AIA (limited to AIA personal computers used by John Taylor,
IoLee Duclos and Bryan Freeman); and AIA's back-up medium fot the preceding servers and
computers

As to such back-up medium, AJA shall advise Plaintifrs tepresentatives of the

nature and extent of the back-up medium, so Plaintiff can determine if he desires all of such

S TIPULA lION REGARDING
DISCOVERY DISPUTES - 4
73053 2 (11100021 I)

MEMORANDUM OF PLAINTIFF, REED J TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES
REQUEST FOR ELIMINATION OF DISCOVERY MEDIATOR, AND REQUEST FOR
'
APPOINTMENT OF DISCOVERY MASTER
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medium to be imaged Such work will be peJfOlmed by Global Coropusearch with the bit stream
images then provided to E-DiscovelY which shan extract deleted, destroyed, or overwritten emails. None of the bit stream images produced by Global Compusearch will be provided to
Plaintiff or his attorneys without agreement of the pmties or Older of the Court
E-Discovery will provide electronic copies of any letrieved e-mails to AIA's counsel for
review as set forth above for e-mails presently on AlA's e-mail system, AIA's seIVers, personal
computers owned by AlA (limited to AIA personal computers used by John Taylor, JoLee
Duclos and Btyan Freeman), and AIA's back-up medium containing e-mails. and the procedmes
set fOlih for production of such e-mails to Plaintiff will otherwise be identical as that set forth
above
The creation of the forensic bit stream images will be performed at m~ltually agreeable
times- A copy of the bit shearn images created by Global Compusearch will be provided to AIA,
with AlA paying only the costs for the duplicate copies
Global Compusearch, E-DiscovelY, and any other expert used to produce e-mails will be
lequired to sign a Confidentiality Agreement

General Agreement:
This agreement is subject to the entry of an acceptable clawback agreement and
protective ordel, including pIOvisions for non-solicitation of customers/agents, and nondisclosure of confidential information.

Ihis agreement js intended to cover broad concepts and is not exhaustive. It governs
only the discovery requests cliscussed above and is not intended to address all discovery issues
With Iegard to the document production discussed above, in light of the fact that this agreement

STIPULA nON REGARDIN"G
DISCOVERY DISPUTES - 5
730532(#1000211)

MEMORANDUM OF PLAINTIFF, REED J. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
REQUEST FOR ELIMINATION OF DISCOVERY MEDIA TOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

IZIZ-

covers broad concepts only and the fact that the documents being produced are maintained in
close proximity to documents that may be privileged, non-responsive to the above document
requests, undiscoverable, protected by state or federal regulations, or otherwise protected, the
parties recognize that disputes may anse in the course of Plaintiffs review ofdocl.lments In the
event a dispute arises with regard to procedures or particular documents, the review of such
documents will cease until the dispute is resolved by the parties

OJ

direction is obtained from the

Court
By executing this Stipulation, Plaintiff is not waiving any of his discovery rights,
including all such rights to an requested documents and information as to the specific requests
which are the subject of this Stipulation

In addition, any agreements contained in this

Stipulation to bear any of the costs relating to discovery shall not preclude either party from
seeldng an award of such costs pursuant to any legal theories allowing for the award of fees and
costs to one or more ofthe parties at the conclusion of the litigation.
DATED: Ihis

~ day of September, 2007
HAWLEY TROXELL ENNIS & HAWLEY LLP

BY.~
yD:abbitt

D John Ashby .
Attorneys for Defendants AIA Services
COlporation and AIA Insurance, Inc

STIPULATION REGARDlNG
DISCOVERY DISPUTES -- 6
73053 Z (# 100021 1)

MEMORANDUM OF PLAINTIFF, REED J. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
REQUEST FOR ELIMINATION OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER
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DATED: This

~day of September, 2007
SMITH, CANNON & BOND PLLC
AHLERS & CRESSMAN PLLC

By ---::--::4--:--:~"""'::;--'''''''''~-''----
'f.len~'::".·

ond
, Cannon

Paul R Cressman, Jr.
Attorneys fOJ Defendants AlA Setvices
Corpotation and AlA Insurance, Inc

S1IPULA nON REGARDING
DISCOVERY DISPUTES - 7
73053 2 (tl 100021,1)

MEMORANDUM OF PLAINTIFF, REED 1. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES,
REQUEST FOR ELIMINA TION OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER

CERTIFICATE OF SERVICE
I HEREBY CERTIFY that on this !f~ay of September, 2007, I caused to be selved a
true copy of the foregoing STIPULATION REGARDING DISCOVERY DISPUTES by the
method indicated below, and addressed to each ofthe following:
Roderick C. Bond
Ned A Cannon
Smith, Cannon & Bond PLLC
508 Eighth Street
Lewiston, ID 83501
[Attomeys for Plaintiff]

_ _ U S. Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail
-L Telecopy

Paul R Cressman, Jr.
Ahlers & CIessman PLIC
999 Third Avenue, Suite 3100
Seattle, WA 98104-4088
[Attomeys for Plaintiffl

_ _ U.S Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail
-L Ielecopy

David A. Gittins
Law Office of David A. Gittins
PO. Box 191
Clarkston, WA 99403
[Attomey for Defendants Duclos and Freeman J

__ U.s Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail
-L Telecopy

Michael E. McNichols
Clements BlOwn & McNichols
32113th Street
Lewiston, ID 83501
[Attomeys for Defendant R John Taylor]

_ _ U.s Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail
~ Telecopy

Jonathan D. Hally
Clark & Feeney
PO Box 285
Lewiston, ID 83501
[Attorneys for Defendant Connie Taylor]

._ _ U S Mail, Postage Prepaid
Hand Delivered
Overnight Mail
TeJecopy

::z

STIPULATION REGARDING
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APPOINTMENT OF DISCOVERY MASTER
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rs &CreSSmanPLLC

Brett M. Hill
Direct: (206) 515-2233
Fax:
(206) 287-9902
bhil1@ac-lawyers.com

iIIIIIIIolIII!IIa" 999 THIRD AVE. SUITE 3100
SEATILE, WA 98104

September 13, 2007

VIA FACSIMILE
Michael E. McNichols

Clements Brown & McNichols
321 - 13 th Street
Lewiston, Idaho 83501
Re:

Reed J. Taylor v. AIA Services, et al.
Nez Perce District Court Cause No. CV-07-00208

Dear Mike:
This letter confirms our conversation during the LR.C.P. 37 discovery conference this
morning to address John Taylor's responses to Reed Taylor's first requests for production to
John Taylor ("First Requests") and Reed Taylor's second interrogatories and requests for
production to John Taylor ("Second Requests").
First, you stated that you would verify with John Taylor whether he personally had any
documents responsive to the First Requests or Second Requests in his possession. This should
include all electronic documents, including e-mails, on any personal computer of John Taylor
that is not being searched by Global Compusearch in its data extraction at AIA's offices. Please
let me know as soon as possible regarding whether John Taylor does have any responsive
electronic documents in his possession because Josiah at Global Compusearch is in Lewiston this
week to perform the data extraction at AIA's offices and it would save him a trip back down to
Lewiston ifhe could pull the documents off of John Taylor's personal computer this week.
Also, as previously indicated by Mr. Bond, it appears that John Taylor has been using a
checkbook drawn from a "AIA Insurance, Inc./Crop USA" bank account with an address at his
personal address. See AIA0001481. Thus, I presume all bank statements etc. would be sent to
John Taylor's personal address for this account. Therefore, please provide all documentation in
John Taylor's possession regarding this bank account.
Also, I had requested during the discovery conference that John Taylor separately
respond to the discovery requests. I believe John Taylor has an obligation to separately respond
to the discovery requests and cannot simply rely upon AIA's responses to the same discovery
requests. If John Taylor does not personally have any responsive documents in his possession,
he can answer as such in his discovery responses. Also, Ms. Duclos and Mr. Freeman will be
providing separate responses to the discovery requests and I would expect John Taylor would do
the same.

MEMORANDUM OF PLAINTIFF, REED 1. TAYLOR, AS TO PAYMENT OF MEDIATOR'S FEES
7iWiQUEST FOR ELIMINATION OF DISCOVERY MEDIATOR, AND REQUEST FOR
'
APPOINTMENT OF DISCOVERY MASTER

Michael McNichols
S'eptember 13, 2007
Page 2
Finally, please provide me with the signature page signed by John Taylor for the
responses to the Second Requests that you had referenced in our discovery conference.
Very truly yours,
AHLERS

& CRESSMAN PLLC

61-.L

Brett M. Hill
BMH:clr
cc;
Reed Taylor

!;

MEMORANDUM OF PLAINTIFF, REED J. TAYLOR, AS TO PAYMENT OF MEDIATOR'S:;C
FES,
73~EST FOR ELIMINA TION OF DISCOVERY MEDIATOR, AND REQUEST FOR
APPOINTMENT OF DISCOVERY MASTER
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TRoXELL
D. .J.)ll HAWLEY
ENNIS &HAWLEYLLl'

--------

AnOItNEYS AT

r"w

877 Main Street, Suite 1000
PO. Box 1617
Boise, Idaho 83701-1617
(208) 344-6000 Fax (208) 342-3829
www.hteh.com

D. JOHN ASHBY
ADMITTED TO PRACTICE LAW [N IDAHO
EMAIL: JASH@HTEH.COM
DIRECT DIAL: (208) 3884844

September 19,2007
Paul Cressman
Ahlers & Cressman PLLC
999 Third Avenue, Suite 3100
Seattle, WA 98104-4088
Re:

Taylor v. AlA et allDiscovery Conference/Supplementation ofResponses

Dear Paul:
This letter addresses the discovery issues that were Iaised in your Motion to Compel, but
not yet resolved through mediation, and sets forth AIA's position with respect to each request
Requests 1, 2, 3, and 10 were resolved at the mediation and are the subject of our discovery
stipulation. AlA has agreed to produce its detailed general ledgers, the journal entries, and the
source documents, The detailed general ledgers and joumal entries, to the extent is exists in
electronic form, have been produced to you. The remaining documents are available for your
leview as they are kept in the normal course of business at the AIA offices.. Notably, many of
the discovery requests discussed below seek the same information that is available to you
pursuant to our agreement with regard to Requests 1, 2, and 3.,
Request for Production No.5. This request seeks the working papers of the outside
accountants and all correspondence and e-mails involving such accountants. The working papers
are not in AIA's possession custody and controL Moreover, they are privileged and are the
subject of motions curIently pending before the Court. AlA's communications with the
accountants are also protected by the accountant~client privilege, and we ar'e preparing a
privilege log for your review.
Request for PIoduction No. 13. The documents included in this request are included in
the documents produced pursuant to our stipulation with respect to Requests 1 and 2.
Request for Production No. 16. AIA has already produced all documents relating to the
indemnification of the director defendant, except for the directors' attorney billing records,
which are privileged. AlA will produce documents demonstrating the fees paid to the dhectors'
attorneys, but all. descriptions of the work performed will be redacted .
\
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Paul Cressman
September 19,2007
Page 2

Request for Production No. 19. AlA will produce its Litigation Management and Fee
Guaranty Agreement with the various Trusts that filed claims in the VUC Liquidation. (Note
that AlA has been unable to locate the executed agreement, and will be producing an unsigned
copy).
Request for Production No. 29. Ihis request seeks "Documents pertaining to the names
and addresses of the officers and directoIs of AIA Services Corporation and AlA Insurance."
AIA has informed plaintiffs of the names of all officers and directors going back five yem'S. AlA
is not aware of any documents identifying all officers and directors going back to 1995 other
than the annual corporate filings with the secretary of state, which AIA will produce (note that
they are also available from the secretary of state website). To the extent this request for
production of documents seeks a list of all prior officers and directors, no such document exists,
and that request is more properly the subject of an interrogatory. In any event, Reed I aylor was
active in AlA during the entire time period between 1995 and 2006 and is certainly aware of the
directors and officers.
Request for Production No.31. The transfer or sale of KATW PM occurred in
November 1994. It, therefore, falls outside the discovery parameter'S, is not relevant to this
litigation, and is' not calculated to lead to the discovery of admissible evidence.
Request for Production No. 35. This request seeks "Documents identifYing the names,
addresses, and position of all employees and officers of AIA Insurance, Inc. and AIA Services
Corporation." AlA understood this request as seeking a current list of employees, which AlA
has produced. To the extent this request seeks a list of all former' employees, AlA is not aware
that any such document exists, and this request is more properly the subject of an interrogatory.
Finally, the request is extremely broad as it seeks the identification of hundreds of fOlmer
employees, regardless of their positions, the vast majority of which have no relation to this
litigation
Reed Taylor's Motion to Compel also addresses Requests for Production Nos. 2, 8, 11,
17, 23, 26, 28, 29, and 32. AlA has previously produced documents responsive to these requests
going back five years. Reed Taylor continues to insist that documents be produced going back to
1995. AIA responds as follows:
Request for Production No.2. AlA has agreed to produce all supporting documents for
the general ledgers and journal entries going back to 1995, As set forth in the discovery
stipulation, those documents are available for your' review.
Request for Production No.8.
This request seeks documents related to credit
authorizations, lines of credit, credit arrangements, and related documents. As explained
previously, AlA does not believe that there are responsive documents for at least the five years
prior to commencement of this litigation. To the extent that there are credit authOlizations, lines,
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of credit, or other credit arrangements prior to 2002, AlA does not see how these documents
would be relevant or calculated to lead to the discovery of admissible evidence, In any event, to
the extent that there are any significant credit authorizations, lines of credit, or other CIedit
arrangements, they would be noted in the audit reports and/or in the general detailed ledgers and
supporting documents that are available for your review.
Request foI' Production No. 17. This request seeks all documents pertaining to all trust
agreements, agreements, or contracts between AlA InsUIance, Inc. or AlA Services Corporation
and any party, entity, or association in which AlA Insurance, Inc., or AlA Services Corporation
conducts business with or on behalf of, including without limitation, all trust agreements, all
agreements with any associations, all agreements with any grower associations, all agreements
with co-ops, ~ce companies, and all agreement with Crop USA InsUIance Agency. Inc.
AIA has produced the agr'eements with the trusts and the Trustmru:k Insurance Company
documents for the five-year period prior to the commencement of this litigation, AIA has
produced all agreements with Crop USA. The remaining documents requested are neither
relevant to this litigation nor calculated to lead to the discovery of admissible evidence.
MOleover~ especially in light of the lack of relevance of these documents, it would be extremely
burdensome for AlA to search foI' and locate every agreement entered into going back to 1995,
Request for Production No. 23. AlA will produce all minutes of meetings involving trust
boards or membership associations that ru:'e in AlA's possession..
Request for Production No. 26. AlA will produce all minutes of shareholder meetings,
board meetings, shareholder votes, shareholder meetings'and borud resolutions that are in AIA's
possession..
Request for Production No. 28. AlA will produce all aImual shareholder lists that are in
AIA's possessil?P,/;

Request for Production No. 29. See discussion of Request No. 29 above.
Request for Production No. 32. The documents pertaining to vehicle purchases or leases
are included in the documents being produced pursuant to our discovery stipulation relating to
Requests Nos, 1 and 2,

.~

.
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VeIY truly yours,
HAWLEY TROXELL ENNIS & HAWLEY LLP
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IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE

REED J. TA YLOR, a single person,
Plaintiff,
vs.
AlA SERVICES CORPORATlON, an
Idaho corporation; AlA INSURANCE,
INC., an Idaho corporation; R. JOHN
TAYLOR and CONNIE TAYLOR,
individually and the community property
comprised thereof; BRYAN FREEMAN,
a single person; and, JOLEE DUCLOS,
a single person,
Defendants.

)
)
)
)
)
)
)
)
)

)
)
)
)
)
)
)
)

Case No. CV-07-00208

ANSWER OF BRYAN FREEMAN
AND JOLEE DUCLOS TO PLAINTIFFS'
FOURTH AMENDED COMPLAINT,
AFFIRMATIVE DEFENSES,
COUNTERCLAIMS AND DEMAND
FOR JURY TRIAL

Defendants, Bryan Freeman and JoLee Duclos ("Defendants Freeman and Duclos") answer
Plaintiffs Second Amended Complaint as follows:
I. PARTIES, JURISDICTION AND VENUE
1.1

Defendants Freeman and Duclos admit the allegations contained within Paragraph 1.1.

1.2

Defendants Freeman and Duclos admit the allegations contained within Paragraph 1.2.
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1.3

Defendants Freeman and Duclos admit the allegations contained within Paragraph 1.3.

1.4

Defendants Freeman and Duclos admit the allegations contained within Paragraph 1.4.

1.5

Defendants Freeman and Duclos are without sufficient knowledge or information to

admit or deny the allegations contained within Paragraph 1.5 and therefore deny the same.
1.6

Defendants Freeman and Duclos admit the allegations contained within Paragraph 1.6.

1.7

Defendants Freeman and Duclos admit the allegations contained within Paragraph 1.7.

1.8

Defendants Freeman and Duclos admit the allegations contained within Paragraph 1.8.

1.9

Defendants Freeman and Duclos are without sufficient knowledge or information to

admit or deny the allegations contained within Paragraph 1.9 and therefore deny the same.
1.10

Defendants Freeman and Duclos admit the allegations contained within Paragraph 1.10.

1.11

Defendants Freeman and Duclos admit the allegations contained within Paragraph 1.11.

II. FACTUAL BACKGROUND
2.1

Defendants Freeman and Duclos admit that John Taylor was an officer and director of

AlA Services, AlA Insurance and Crop USA. Defendants admit that John Taylor is a shareholder of
AlA Services and Crop USA. Defendants affirmatively state that the stock ledgers reflect ownership
in the name of John Taylor and are without sufficient knowledge or information to admit or deny
ownership of the stock in Connie Taylor, and therefore deny the same. Defendants Freeman and
Duclos deny all other allegations contained within Paragraph 2.1.
2.2

Defendants Freeman and Duclos are without sufficient knowledge or information to

admit or deny the allegations contained within Paragraph 2.2 and therefore deny the same.
2.3

Defendants Freeman and Duclos are without sufficient knowledge or information to

admit or deny the allegations contained within Paragraph 2.3 and therefore deny the same.
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2.4

Defendants Freeman and Duclos are without sufficient knowledge or infonnation to

admit or deny the allegations contained within Paragraph 2.4 and therefore deny the same.
2.5

Defendants admit that Defendant Duclos was an officer and director of ALA Services,

ALA Insurance and Crop USA, and further admit that Defendant Duclos is a shareholder in Crop USA.
Defendant Duclos has an interest through the stock option and 401 (k) plan in shares in ALA Services,
subject to the provisions ofthose plans. Defendants Freeman and Duclos deny all other allegations
contained within Paragraph 2.5.
2.6

Defendants Freeman and Duclos admit that Defendant Freeman was a director of ALA

Services, ALA Insurance and Crop USA, and further admit that Defendant Freeman is a shareholder
in Crop USA. Defendant Freeman has an interest through the stock option and 40 I (k) plan in shares
in ALA Services, subject to the provisions of those plans. Defendants Freeman and Duclos deny all
other allegations contained within Paragraph 2.6.
2.7

With respect to the allegation of Connie Taylor owning shares of stock, Defendants

Freeman and Duclos restate their Answer to Paragraph 2.1. Defendants Freeman and Duclos are
without sufficient knowledge or infonnation to admit or deny the remaining allegations contained
within Paragraph 2.7 and therefore deny the same.
2.8

Defendants Freeman and Duclos admit that Defendant James Beck is a shareholder in

ALA Services and Crop USA, but deny all remaining allegations contained within Paragraph 2.8.
2.9

Defendants Freeman and Duclos admit that John Taylor became the majority

shareholder in ALA Services following the redemption by ALA Services of stock owned by Plaintiff
Reed Taylor. Defendants Freeman and Duclos are without sufficient knowledge or information to
admit or deny the remaining allegations contained within Paragraph 2.9 and therefore deny the same.
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2. I 0

Defendants Freeman and Duclos admit that AlA Insurance is a wholly owned

subsidiary of AlA Services and admit that AlA Insurance is a lessee of the office building located at
I 11 Main Street, Lewiston, Idaho. Defendants Freeman and Duclos deny all remaining allegations
contained within Paragraph 2.10.
2. I I

Defendants Freeman and Duclos admit that the alleged documents were signed and

allege that the agreements speak for themselves. Defendants Freeman and Duclos are without
sufficient knowledge or information to admit or deny the remaining allegations contained within
Paragraph 2. I 1 and therefore deny the same.
2.12

Defendants Freeman and Duclos admit that the Promissory Note was signed and allege

that the agreement speaks for itself. Defendants Freeman and Duclos are without sufficient knowledge
or information to admit or deny the remaining allegations contained within Paragraph 2.12 and
therefore deny the same.
2.13

Defendants Freeman and Duclos allege that the agreements speak for themselves.

Defendants Freeman and Duclos are without sufficient knowledge or information to admit or deny the
remaining allegations contained within Paragraph 2.13 and therefore deny the same.
2.14

Defendants Freeman and Duclos are without sufficient knowledge or information to

admit or deny the allegations contained within Paragraph 2.14 and therefore deny the same.
2. IS

Defendants Freeman and Duclos are without sufficient knowledge or information to

admit or deny the allegations contained within Paragraph 2. I 5 and therefore deny the same.
2.16

Defendants Freeman and Duclos are without sufficient knowledge or information to

admit or deny the allegations contained within Paragraph 2.16 and therefore deny the same.
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2.17

Defendants Freeman and Duclos deny the allegations that they intentionally refused to

appoint Reed Taylor to the Board of Directors. Defendants Freeman and Duclos are without sufficient
knowledge or information to admit or deny the remaining allegations contained within Paragraph 2.17
and therefore deny the same.
2.18

Defendants Freeman and Duclos are without sufficient knowledge or information to

admit or deny the allegations contained within Paragraph 2.18 regarding the allegations that AlA
Services agreed to not loan money to any affiliate other than a wholly owned subsidiary, and therefore
deny the same. Defendants Freeman and Duclos are without sufficient knowledge or information to
admit or deny the remaining allegations contained within Paragraph 2.18 and therefore deny the same.
2.19

Defendants Freeman and Duclos are without sufficient knowledge or information to

admit or deny the allegations contained within Paragraph 2.19 and therefore deny the same.
2.20

Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.20.

2.21

Defendants Freeman and Duclos admit that Plaintiff Reed Taylor was the largest

creditor of AlA Services. Defendants Freeman and Duclos deny all other allegations contained within
Paragraph 2.21.
2.22

Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.22.

2.23

Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.23.

2.24

Defendants Freeman and Duclos admit that Plaintiff, through his counsel, claimed that

AIA Services was in default. Defendants Freeman and Duclos deny all other allegations contained
within Paragraph 2.24.
2.25

Defendants Freeman and Duclos are without sufficient knowledge or information to

admit or deny the allegations contained within Paragraph 2.25 and therefore deny the same.
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2.26

Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.6.

2.27

Defendants Freeman and Duclos admit that Plaintiff attempted to schedule a special

shareholders meeting for December 26, 2006, a date on which the offices of AlA Insurance were
scheduled to be closed, and admitthat no special shareholders meeting was held. Defendants Freeman
and Duclos deny all other allegations contained within Paragraph 2.27.
2.28

Defendant Duclos admits that the quoted words are part of a letter from R. Jolm Taylor.

Defendant Freeman is without sufficient knowledge or infonnation to admit or deny the allegation
concerning the letter, and therefore denies the same. Defendants Freeman and Duclos deny all other
allegations contained within Paragraph 2.28.
2.29

Defendants Freeman and Duclos admit that on January 25, 2007, Plaintiff made a

demand for a special shareholders meeting for February 5, 2007. Defendants Freeman and Duclos
further admit that AlA Insurance refused Plaintiffs request and denied that he had a right to call a
meeting to vote the AlA Insurance shares, and further admit that no special shareholders meeting was
held on February 5, 2007. Defendant Freeman and Duclos deny all other allegations contained within
Paragraph 2.29.
2.30

Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.30.

2.31

Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.31.

2.32

Defendants Freeman and Duclos admit that AlA Insurance paid $1,510,693.00 for

Series C Preferred Shares in AlA Services. Freeman and Duclos admit that the 401 (k) Plan of AlA
Services held Preferred C Shares, admit that no shares were purchased or redeemed from the 401 (k)
Plan of AlA Services, and further admit that on the date the Series C Preferred Shares were purchased,
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Defendant R. John Taylor was a shareholder in Crop USA. Defendants Freeman and Duclos deny all
other allegations contained within Paragraph 2.32.
2.33

Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.33.

2.34

Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.34.

2.35

Defendants Freeman and Ducl os deny all allegations contained within Paragraph 2.35.

2.36

Defendants Freeman and Duclos are without sufficient knowledge or information to

admit or deny the allegations peliaining to the Consent in Lieu of Board Meeting, and therefore deny
the same. Defendants Freeman and Duclos deny all other allegations contained within Paragraph 2.36.
2.37

Defendants Freeman and Duclos are without sufficient knowledge or information to

admit or deny the allegations of subordination by DOlma Taylor and therefore deny the same.
Defendants Freeman and Duclos deny all other allegations contained Paragraph 2.37.
2.38

Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.3 8.

2.39

Defendants Freeman and Duclos admit that they resigned as members of the Board of

Directors of AlA Insurance and AlA Services. Defendants Freeman and Duclos further admit that
Connie Taylor and James Beck were appointed as directors of AlA Insurance and AlA Services.
Defendants Freeman and Duclos deny all remaining allegations contained within Paragraph 2.39.
2.40

Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.40.

2.41

Defendants Freeman and Duclos admit that Plaintiff has demanded that no funds in

which he has a security interest should be used to pay the legal fees of any Defendant. Defendants
Freeman and Duclos are without sufficient knowledge or information to admit or deny the allegations
pertaining to the validity or perfection of the security interest and therefore deny the same. Defendants
Freeman and Duclos deny all remaining allegations contained within Paragraph 2.41.
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2.42

Defendants Freeman and Duclos are without sufficient knowledge or information to

admit or deny the allegations contained within Paragraph 2.42 and therefore deny the same.
2.43

Defendants Freeman and Duclos admit that they resigned as directors of AlA Services

and AlA Insurance and further admit that Connie Taylor and James Beck were appointed as directors
of AlA Services and AlA Insurance. Defendants Freeman and Duclos deny all other allegations
contained within Paragraph 2.43.
2.44

Defendants Freeman and Duclos admit that Crop USA purchased Sound Insurance.

Defendants Freeman and Duclos deny all other allegations contained within Paragraph 2.44.
2.45

Defendants Freeman and Duclos admit that Global Travel was a tenant in AlA

Insurance's office building located in Lewiston, Idaho. Defendants Freeman and Duclos deny all other
allegations contained within Paragraph 2.45.
2.46

Defendants Freeman and Duclos are without sufficient knowledge or information to

admit or deny the allegations contained within Paragraph 2.46 and therefore deny the same.
2.4 7

Defendants Freeman and Duclos are without sufficient knowledge or information to

admit or deny the allegations contained within Paragraph 2.47 and therefore deny the same.
2.48

Defendants Freeman and Duclos allege that AlA Services and AlA Insurance were

respectively operated for the benefit of each corporation. Defendants Freeman and Duclos deny all
other allegations contained within Paragraph 2.48.
2.49

Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.49.

2.50

Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.50.
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2.51

Defendants Freeman and Duclos are without sufficient knowledge or information to

admit or deny the allegations contained within the first sentence of Paragraph 2.51 and therefore deny
the same. Defendants Freeman and Duclos deny all other allegations contained within Paragraph 2.51.
2.52

Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.52.

2.53

Defendants Freeman and Duclos deny all allegations contained within Paragraph 2.53.
III.

3.1

FIRST CAUSE OF ACTION - BREACHES OF CONTRACT

Defendants Freeman and Duclos reallege and incorporate each and every admission

and denial as regards the allegations contained within Paragraph 3.1.
3.2

Defendants Freeman and Duclos deny all allegations contained within Paragraph 3.2.

3.3

Defendants Freeman and Duclos deny all allegations contained within Paragraph 3.3.
IV. SECOND CAUSE OF ACTION - FRAUDULENT TRANSFERS

4.1

Defendants Freeman and Duclos reallege and incorporate each and every admission

and denial as regards the allegations contained within Paragraph 4.1.
4.2

Defendants Freeman and Duclos deny all allegations contained within Paragraph 4.2.

4.3

Defendants Freeman and Duclos deny all allegations contained within Paragraph 4.3.

4.4

Defendants Freeman and Duclos deny all allegations contained within Paragraph 4.4
V. THIRD CAUSE OF ACTION - MISREPRESENTATIONIFRAUD

5.1

Defendants Freeman and Duclos reallege and incorporate each and every admission

and denial as regards the allegations contained within Paragraph 5.1.
5.2

Defendants Freeman and Duclos deny all allegations contained within Paragraph 5.2.

5.3

Defendants Freeman and Duclos deny all allegations contained within Paragraph 5.3.

5.4

Defendants Freeman and Duclos deny all allegations contained within Paragraph 5.4.
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VI. FOURTH CAUSE OF ACTION - CONVERSION
6.1

Defendants Freeman and Duclos reallege and incorporate each and every admission

and denial as regards the allegations contained within Paragraph 6.1.
6.2

Defendants Freeman and Duclos deny all allegations contained within Paragraph 6.2.

6.3

Defendants Freeman and Duclos deny all allegations contained within Paragraph 6.3.

VII. FIFTH CAUSE OF ACTION - ALTER EGO
7.1

Defendants Freeman and Duclos reallege and incorporate each and every admission

and denial as regards the allegations contained within Paragraph 7.1.
7.2

Defendants Freeman and Duclos reaffirm their response to the allegations contained

within Paragraph 2.52, which is alleged within Paragraph 7.2.
7.3

Defendants Freeman and Duclos deny all allegations contained within Paragraph 7.3.

VIII. SIXTH CAUSE OF ACTION - CONSTRUCTIVE TRUST
8.1

Defendants Freeman and Duclos reallege and incorporate each and every admission

and denial as regards the allegations contained within Paragraph 8.1.
8.2

Defendants Freeman and Duclos reallege and incorporate their response to the

allegations concerning the security interest as set forth in their answer to Paragraph 2.41. Defendants
Freeman and Duclos deny all other allegations contained within Paragraph 8.2.
8.3

Defendants Freeman and Duclos deny all allegations contained within Paragraph 8.3.

8.4

Defendants Freeman and Duclos admit that Reed Taylor requested the imposition of

a constructive trust, but deny that such imposition of a constructive trust is appropriate. Defendants
Freeman and Duclos deny all remaining allegations contained within Paragraph 8.4.
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IX. SEVENTH CAUSE OF ACTION - DIRECTOR LIABILITY
9.1

Defendants Freeman and Duclos reallege and incorporate each and every admission

and denial as regards the allegations contained within Paragraph 9.1.
9.2

Defendants Freeman and Duclos deny all allegations contained within Paragraph 9.2.

9.3

Defendants Freeman and Duclos deny all allegations contained within Paragraph 9.3.
X. EIGHTH CAUSE OF ACTION - SPECIFIC PERFORMANCE

10.1

Defendants Freeman and Duclos reallege and incorporate each and every admission

and denial as regards the allegations contained within Paragraph 10.1.
10.2

Defendants Freeman and Duclos deny all allegations contained within Paragraph 10.2.

10.3

Defendants Freeman and Duclos deny all allegations contained within Paragraph 10.3.

10.4

Defendants Freeman and Duclos deny all allegations contained within Paragraph 10.4.

XI. NINTH CAUSE OF ACTION - BREACH OF FIDUCIARY DUTIES
Defendants Freeman and Duclos are answering Paragraph XI, the heading of which in
Plaintiff's Fourth Amended Complaint is denominated as Paragraph XXI Twelfth Cause of Action,
as Paragraph XI, Ninth Cause of Action.
11.1

Defendants Freeman and Duclos reallege and incorporate each and every admission

and denial as regards the allegations contained within Paragraph 11.1.
11.2

Defendants Freeman and Duclos deny all allegations contained within Paragraph 11.2.

11.3

Defendants Freeman and Duclos deny all allegations contained within Paragraph 11.3.

11.4

Defendants Freeman and Duclos deny all allegations contained within Paragraph 11.4
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HAVING FULLY ANSWERED PLAINTIFF'S COMPLAINT, Defendants Freeman and
Duclos submit the following affinnative defenses:

XII. FIRST AFFIRMATIVE DEFENSE
Defendants Duclos and Freeman at all times discharged their respective duties with the care
that a person in a like position would reasonably believe appropriate under similar circumstances and
in reliance upon John Taylor, an officer of the corporation, together with other agents and
accountants of the corporation whom they reasonably believe to be reliable and competent in the
functions perfonned.

XIII. SECOND AFFIRMATIVE DEFENSE
On July I, 1996, Plaintiff, AlA Services Corporation and Donna 1. Taylor entered into a
SERlES A PREFERRED SHAREHOLDER AGREEMENT which provides that no principal
payments may be made by AlA Services Corporation to Plaintiff until the entire redemption price due
Donna Taylor is paid in full. The redemption price due Donna Taylor has not been paid in full.
Therefore, no principal payments are due to Plaintiff.

XlV. THIRD AFFIRMATIVE DEFENSE
At different times since the written agreements were executed, Plaintiffs and some Defendants
have orally modified the written agreements. The modifications include, without limitation, an
agreement that the interest payable to Plaintiff from AlA Services Corporation would be paid in
installments of $15,000.00 per month (together with the assumption of responsibility for other
expenses). AlA Services Corporation has paid Plaintiff the sum of$15,000.00 per month and has
assumed responsibility for the other agreed expenses in accordance with the modified agreement since
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they were entered into and Plaintiff has accepted those payments. None of these Defendants is in
default of the modified agreements with Plaintiff.

xv.

FOURTH AFFIRMATIVE DEFENSE

The claims of the Plaintiff are baiTed by applicable statutes oflimitation, including Idaho Code
§§ 5-216, 5-218,5-224,5-237, and 55-918.

XVI. FIFTH AFFIRMATIVE DEFENSE
Plaintiff is estopped from asserting his claims against these Defendants.

XVII. SIXTH AFFIRMATIVE DEFENSE
Plaintiff has waived his right to assert claims against these Defendants.

XVIII. SEVENTH AFFIRMATIVE DEFENSE
Plaintiff's claims against these Defendants are barred by the equitable doctrine of unclean
hands.

XIX. EIGHTH AFFIRMATIVE DEFENSE
Plaintiff's complaints in Plaintiff's his THIRD CAUSE OF ACTION fail to state with
particularity the allegations as required by Rule 9(b) of the Idaho Rules of Civil Procedure.

xx.

NINTH AFFIRMATIVE DEFENSE

Plaintiff's claims are barred by the doctrine of laches.

XXI. TENTH AFFIRMATIVE DEFENSE
To the extent that Plaintiff is attempting to state a claim for a shareholder's derivative action,
Plaintiff's claims are barred because Plaintifffailed to give the notice required by Idaho Code Section
30-1-742.
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XXII. ELEVENTH AFFIRMATIVE DEFENSE
One or more of Plaintiff's causes of action fails to state a claim upon which relief can be
granted.
HA VLNO SET FORTH THEIR AFFIRMATIVE DEFENSES, Defendants Freeman and
Duclos counterclaim against Plaintiff as follows:

XXIII. FIRST COUNTERCLAIM
Plaintiffhas intentionally inflicted emotional distress on Defendants Freeman and Duclos, in
the amount to be proven at trial.

XXIV. NOTICE OF INTENT TO AMEND
Defendants Freeman and Duclos hereby give notice of their intention to request the Court to
permit them to amend their counterclaim, to include a claim for punitive damages.

PRAYER FOR RELIEF
WHEREFORE, Defendants Freeman and Duclos request the Court:
1.

To dismiss the Second Amended Complaint of Plaintiff with prejudice and to award

Defendants Freeman and Duclos their costs and reasonable attomey fees.
2.

To award Defendants Freeman and Duclos damages for Plaintiff's intentional infliction

of emotion distress in amounts to be proven at trial.
3.

To award Defendants Freeman and Duclos damages for Plaintiff's breach of the

covenant of good faith and fair dealing in amounts to be proven at trial.
4.

For such other and further relief as the Court may deem just and equitable.

5.

That Defendants Freeman and Duclos' Answer, Affinnative Defenses and

Counterclaim be deemed amended to confon11 to the evidence produced at trial.
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DA TED this

ai day of Od,.t,e-

,2007.

LA W OFFICES OF DAVID A. GITTINS

By<2a~

David A. Gittins, IS 6514
Attorney for Defendants Duclos and Freeman

VERIFICATION
BRYAN FREEMAN and JOLEE DUCLOS, being fIrst duly sworn upon oath, depose and
say:
That they are Defendants in the above-entitled matter, that they has read the foregoing
ANSWER OF BRYAN FREEMAN AND JOLEE DUCLOS, well knows the contents thereof, and
verily believes that the facts therein stated are true.

BRYAN FREEMAN

STATE OF IDAHO
County of Nez Perce

)
: ss.
)

I certify that I know or have satisfactory evidence that BRYAN FREEMAN is the
person who appeared before me, and said person acknowledged that he signed this instrument and
acknowledged it to be his free and voluntary act for the uses and purposes mentioned in the instrument

DA TED this

~daY of October, 2~

.

d.1MAL
.
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Notary Public for Idaho
Uw r h-hn
Residing at:
My appointment expires:
ID-D3 .. 0Q
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STATE OF IDAHO

)
: ss.
)

County of Nez Perce

I certify that I know or have satisfactory evidence that JOLEE DUCLOS is the person
who appeared before me, and said person acknowledged that she signed this instrument and
acknowledged it to be her free and voluntary act for the uses and purposes mentioned in the instrument
.~

DATED this.JJ..: day of October, 2007.

cSJf){J tA J. 01lJdlYllAL

·. .

Notary Public for Idaho.
Residing at:
My appointment expires: 10- 03,:C9

LW1..\-fvvL

DEMAND FOR TRIAL BY JURY

De:fen'd.i~i~ Freeman and Duclos demand a trial by jury of all of the issues in this case that are
triable to a jury.
DATED this

It;: day of October, 2007.
LA W OFFICES OF DAVID A. GITTINS
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David A. Gittins, SB 6514
Attorney for Defendants Duclos and Freeman
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CLARK and FEENEY
Attorneys for Defendants, Connie Taylor,
James Beck, and Corrine Beck
The Train Station, Suite 201
13th and Main Streets
P. O. Drawer 285
Lewiston, Idaho 83501
Telephone: (208)743-9516
ISB# 1329

7
IN THE DISTRlCT COURT OF THE SECOND JUDICIAL DISTRlCT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE

8
9
10

REED J. TAYLOR, a single person,

11
12

13
14

15
16

17

18
19

Case No. CV 07-00208

Plaintiff,
vs.
AlA SERVICES CORPORATION, all Idaho
corporation; AlA INSURANCE, INC., an
Idaho corporation; R JOHN TAYLOR and
CONNIE TAYLOR, individually and the
community property comprised thereof;
BRYAN FREEMAN, a single person;
JOLEE DUCLOS, a single person; CROP
USA INSURANCE AGENCY, INC., an
Idaho Corporation; and JAMES BECK and
CoRRlNE BECK, individually and the
community property comprised thereof;

NOTICE OF APPEARANCE
FILING FEE: $ 58.00

20
Defendants.
21

22

TO:

ALL PARTIES HEREIN AND THEIR COUNSEL OF RECORD:

23
YOU WILL PLEASE TAKE NOTICE that CLARK AND FEENEY has been retained by

24
25
26

and hereby appears for James Beck and Corrine Beck, in the above-entitled action. A copy of all
NOTICE OF APPEARANCE

1
LA W

OFFICES OF

CLARK AND FEENEY
LEWIST.ON. IDAHO 83501
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papers in this proceeding must be served upon me at my office located at 1229 Main Street, P. O.

1
2

Drawer 285, Lewiston, Idaho, 83501
...·'{.kf'\

DATED this _1_'_ day of November, 2007.
CLARK and FEENEY
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4

5

member o[the finn
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Attorneys for James Beck and Corrine Beck
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9
10
11
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13
14
15
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17
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24
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NOTICE OF APPEARANCE
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CLARK AND FEENEY
LEWISTON, IDAHO 83501

CERTIFICATE OF SERVICE
1
2

I HEREBY CERTIFY that on the ~ day ofNovember, 2007, I caused to be served a true
and correct copy of the foregoing document by the method indicated below, and addressed to the
following:

3
4

5
6

Ia"".

Roderick C. Bond
Ned A. Cannon
Smith and Cannon
508 Eighth Street
Lewiston, ID 83501
Attorneys for Reed Taylor

o
o
o

Hand Delivered
Overnight Mail
Telecopy (FAX)

Paul R. Cressman, Jf.
Ahlers & Cressman, PLLC
999 Third Ave., Ste. 3100
Seattle, W A 98104
Attorneys for Reed Taylor

~

U.S. Mail
Hand Delivered
Overnight Mail
Telecopy (FAX)

Michael E. McNichols
Clements, Brown & McNichols
321 13 th Street
PO Box 1510
Lewiston,ID 83501

TIL

U.S. Mail
Hand Delivered
Overnight Mail
Telecopy (FAX)

David A. Gittins
Law Offices of David A. Gittins
843 7th Street
PO Box 191
Clarkston, W A 99403
Attorneys for Duclos and Freemen

}?

7

8
9

10

11
12
13

14
15
16
17

18
19

20
21

u.s. Mail

0
0
0
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0
0
0

U.S. Mail
Hand Delivered
Overnight Mail
Telecopy (FAX)

0
0
0

M

Gary D. Babbitt
D. John Ashby
Hawley, Troxell Ennis & Hawley LLP
877 Main Street, Suite 1000
P.O. Box 1617
Boise, ID 83701-1617
Attorneys for AlA Services & AlA Ins.

o
o

o

22

U.S. Mail
Hand Delivered
Overnight Mail
Telecopy (FAX)

~~

23

nd Feeney
C
Attorneys for Randy Beck and Corrine Beck

24

25
26

NOTICE OF APPEARANCE
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LEWISTON, IDAHO 83501
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Gary D. Babbitt ISB No. 1486
D. John Ashby ISB No. 7228
HAWLEY TROXELL ENNIS & HAWLEY LLP
877 Main Street, Suite 1000
P.O. Box 1617
Boise, ID 83701-1617
Telephone: (208) 344-6000
Facsimile: (208) 342-3829
Email: gdb@hteh.com
j ash@hteh.com
Attorneys for Defendants AIA Services
Corporation, AIA Insurance, Inc., and Crop USA
Insurance Agency, Inc.
IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT
OF THE STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE

)
)
Plaintiff,
)
vs.
)
)
AIA SERVICES CORPORATION, an Idaho )
corporation; AIA INSURANCE, INC., an
)
Idaho corporation; R. JOHN TAYLOR and
)
CONNIE TAYLOR, individually and the
)
community property comprised thereof;
)
BRYAN FREEMAN, a single person; JOLEE )
DUCLOS, a single person; CROP USA
)
INSURANCE AGENCY, INC., an Idaho
)
Corporation; and JAMES BECK and
)
CORRINE BECK, individually and the
)
community property comprised thereof,
)
)
Defendants.
)
)

REED 1. TAYLOR, a single person,

Case No. CV-07-00208
MOTION FOR LIMITED ADMISSION
OF JAMES J. GATZIOLIS AND
CHARLES E. HARPER

MOTION FOR LIMITED ADMISSION OF JAMES J.
GATZIOLIS AND CHARLES E. HARPER - 1
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40005.0006.1079463.1

The undersigned local counsel petitions the Court for admission of the undersigned
applying counsel, James 1. Gatziolis and Charles E. Harper, pursuant to Idaho Bar Commission
Rule 222, for the purpose of representing Crop USA Insurance Agency, Inc. ("Crop USA") in
the above-captioned matter.
Applying counsel certifies that they are active members, in good standing with the
Illinois State Bar, that they maintain the regular practice of law at the above noted address, that
they are not residents of the State ofIdaho, or licensed to practice in Idaho.
The undersigned counsel certify that a copy of this motion will be served on all other
parties to this matter. The undersigned counsel further certify that a copy of this motion and
order, accompanied by a $200 fee, will be served via U.S. Mail to the Idaho State Bar.
Local counsel certifies that the above information is true to the best of his knowledge,
after reasonable investigation. Local counsel acknowledges that his attendance shall be required
at all court proceedings in which applying counsel appears, unless specifically excused by the
trial judge.
DATED THIS

2- day of November, 2007.
HAWLEY TROXELL ENNIS & HAWLEY LLP

~~/

~-=_.
c~ ?:2~
Gary D. 'ffii13bitt ISB ~6
Attorneys for Defendants AIA Services
Corporation, AIA Insurance, Inc., and Crop
USA

MOTION FOR LIMITED ADMISSION OF JAMES J.
GATZIOLIS AND CHARLES E. HARPER - 2
40005.0006.1079463.1

DATED THIS [}. ~ day of October, 2007.
QUARLES & BRADY LLP

DATED THIS 21~day of October, 2007.
QUARLES & BRADY LLP

By __~__~~~~______________
Charles E. Harper, llinois Bar No. 6269908

MOTION FOR LIMITED ADMISSION OF JAMES J.
GA TZIOLIS AND CHARLES E. HARPER - 3
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40005.0006.1079463.1

CERTIFICATE OF SERVICE
.",..-;

I HEREBY CERTIFY that on this ~ day of November, 2007, I caused to be served a
true copy of the foregoing MOTION FOR LIMITED ADMISSION OF JAMES J. GATZIOLIS
AND CHARLES E. HARPER by the method indicated below, and addressed to each of the
following:
Roderick C. Bond
Ned A. Cannon
Smith, Cannon & Bond PLLC
508 Eighth Street
Lewiston, ID 83501
[Attorneys for Plaintiff]

_ _ U.S. Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail
_ _ Telecopy
.../Email

Paul R. Cressman, Jr.
Ahlers & Cressman PLLC
999 Third Avenue, Suite 3100
Seattle, WA 98104-4088
[Attorneys for Plaintiff]

_ _ U.S. Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail
_ _ Telecopy
~Email

David A. Gittins
Law Office of David A. Gittins
P.O. Box 191
Clarkston, W A 99403
[Attorney for Defendants Duclos and Freeman]

_ _ U.S. Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail
_ _ Telecopy
-LEmail

Michael E. McNichols
Clements Brown & McNichols
321 13th Street
Lewiston, ID 83501
[Attorneys for Defendant R. John Taylor]

_ _ U.S. Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail
_ _ Telecopy
i/"'Email

Jonathan D. Hally
Clark & Feeney
P.O. Box285
Lewiston, ID 83501
[Attorneys for Defendant Connie Taylor]

_ _ U.S. Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail
_ _ Telecopy
--.-ZEmail

James J. Gatziolis
Charles E. Harper
QUARLES & BRADY LLP
500 West Madison Street, Suite 3700
Chicago, Illinois 60661-2511
[Attorneys for CropUSA Insurance]

_ _ U.S. Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail
L---"E-mail
--L- Telecopy

/

/---~,.",

L_

-"',

"L

Gary D. BaBbitt

MOTION FOR LIMITED ADMISSION OF JAMES J.
GATZIOLIS AND CHARLES E. HARPER - 4
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Gary D. Babbitt ISB No. 1486
D. John Ashby ISB No. 7228
HAWLEY TROXELL ENNIS & HAWLEY LLP
877 Main Street, Suite 1000
P.O. Box 1617
Boise, ID 83701-1617
Telephone: (208) 344-6000
Facsimile: (208) 342-3829
Email: gdb@hteh.com
j ash@hteh.com
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Attorneys for Defendants AIA Services
Corporation, AIA Insurance, Inc., and CropUSA
IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT
OF THE STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR, a single person,

)
)
Plaintiff,
)
vs.
)
)
AIA SERVICES CORPORATION, an Idaho )
corporation; AIA INSURANCE, INC., an
)
)
Idaho corporation; R. JOHN TAYLOR and
CONNIE TAYLOR, individually and the
)
community property comprised thereof;
)
BRYAN FREEMAN, a single person; JOLEE )
DUCLOS, a single person; CROP USA
)
INSURANCE AGENCY, INC., an Idaho
)
Corporation; and JAMES BECK and
)
CORRINE BECK, individually and the
)
community property comprised thereof,
)
)
Defendants.
)
)

Case No. CV-07-00208
NOTICE OF APPEARANCE
Fee Category: I.l.a.
Filing Fee: $58.00

-------------------------------

NOTICE OF APPEARANCE - 1

IZLI5
40005.0006.1079462.1

TO:

ALL PARTIES AND THEIR COUNSEL OF RECORD
PLEASE TAKE NOTICE that Gary D. Babbitt and D. John Ashby, members of the firm

of Hawley Troxell Ennis & Hawley LLP, Post Office Box 1617, Boise, Idaho, 83701, hereby
enter an appearance as Attorneys of Record for Defendant CropUSA.
DATED THIS

7

day of November, 2007.
HAWLEY TROXELL ENNIS & HAWLEY LLP

By

l

6~

. a5biftlfSB No.' 1486
Attorneys for Defendants AIA Services
Corporation, AIA Insurance, Inc., and CropUSA

NOTICE OF APPEARANCE - 2
40005.0006.1079462.1

CERTIFICATE OF SERVICE

J

I HEREBY CERTIFY that on this
day of November, 2007, I caused to be served a
true copy ofthe foregoing NOTICE OF APPEARANCE by the method indicated below, and
addressed to each of the following:
_ _ U.S. Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail
_ _ Telecopy

Roderick C. Bond
Ned A. Cannon
Smith, Cannon & Bond PLLC
508 Eighth Street
Lewiston, ID 83501
[Attorneys for Plaintiff]

~mail

Paul R. Cressman, Jr.
Ahlers & Cressman PLLC
999 Third Avenue, Suite 3100
Seattle, W A 98104-4088
[Attorneys for Plaintiff]

2

David A. Gittins
Law Office of David A. Gittins
P.O. Box 191
Clarkston, W A 99403
[Attorney for Defendants Duclos and Freeman]

_ _ U.S. Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail
_ _ Telecopy
-tL::Email

Michael E. McNichols
Clements Brown & McNichols
321 13th Street
Lewiston, ID 83501
[Attorneys for Defendant R. John Taylor]

_ _ U.S. Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail
_ _ Telecopy

Jonathan D. Hally
Clark & Feeney
P.O. Box 285
Lewiston, ID 83501
[Attorneys for Defendant Connie Taylor]

_ _ U.S. Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail
--.--:::;/Tel ecopy
V Email

James J. Gatziolis
Charles E. Harper
QUARLES & BRADY LLP
500 West Madison Street, Suite 3700
Chicago, Illinois 60661-2511
[Attorneys for Crop USA Insurance]

_ _ U.S. Mail, Postage Prepaid
Hand Delivered
_._ Overnight Mail
-£-E-mail
_ _ Telecopy

_ _ U.S. Mail, Postage Prepaid
Hand Delivered
_ _ Overnight Mail
Telecopy
Email

~Email

Gary D. Bab itt

NOTICE OF APPEARANCE - 3
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RODERICK C. BOND
NED A. CANNON, ISB #2331
Smith, Cannon & Bond PLLC
Attorneys for Plaintiff
508 Eighth Street
Lewiston, ID 83501
Telephone: (208) 743-9428
Fax: (208) 746-8421
PAUL R. CRESSMAN, JR., ISB #7563
BRETT M. HILL
Ahlers & Cressman PLLC
Attorneys for Plaintiff
999 Third Avenue, Suite 3100
Seattle, Washington 98104-4088
Telephone: (206) 287-9900
Fax: (206) 287-9902
IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE
STA TE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR, a single person,
Plaintiff,

Case No.: CV-07-00208

v.
AlA SERVICES CORPORATION, an
Idaho corporation; AIA INSURANCE,
INC., an Idaho corporation; R. JOHN
TA YLOR and CONNIE TAYLOR,
individually and the community property
comprised thereof; BRYAN FREEMAN,
a single person; JOLEE DUCLOS, a single
person; CROP USA INSURANCE
AGENCY, INC., an Idaho Corporation; and
JAMES BECK and CORRINE BECK,
individually and the community property
comprised thereof;

PLAINTIFF REED TAYLOR'S MOTION
FOR PARTIAL SUMMARY JUDGMENT
ON PROMISSORY NOTE

Defendants.

REED TAYLOR'S MOTION FOR PARTIAL
SUMMARY JUDGMENTONPROMISSORYNOTE-1
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I. INTRODUCTION
AlA Services Corporation is in default of the $6,000,000 Promissory Note to
Reed Taylor and over $8,250,000 in principal and interest is past due. In response to
Reed Taylor's Complaint and demands for payment, AlA Services Corporation, by and
through John Taylor, has alleged that the $6,000,000 Promissory Note and related
Agreements were orally modified.

But the evidence and testimony of John Taylor

demonstrates that the alleged oral modification fails as a matter of law. Regardless, AlA
Services Corporation is in default under any possible scenario-including its own alleged
oral modification-and the Court should enter an order of partial summary judgment in
favor of Reed Taylor on the default ofthe $6,000,000 Promissory Note.

II. RELIEF REQUESTED
Plaintiff Reed J. Taylor ("Reed") submits this Motion for Partial Summary against
AlA Services Corporation ("AlA Services") as to the default under the $6,000,000
Promissory Note ("Note") entered into between AlA Services and Reed Taylor, which
was due in full on August 1, 2005. Reed Taylor requests that the Court enter an order
finding: (1) that the Note is valid and enforceable contract under its terms; (2) that the
Note is in default; (3) that $6,000,000 in principal plus all accrued interest is due and
owing; (4) that there has been a default under the Amended and Restated Stock Pledge
Agreement because the Note was not paid when due; and (4) that the Note and Amended
and Restated Stock Pledge Agreement have not been orally modified.
Summary judgment is appropriate and warranted in this case because AlA
Services cannot meet its burden of proving by clear and convincing evidence that the
Note has been orally modified.

Even if AlA Services is able to prove the oral

REED TAYLOR'S MOTION FOR PARTIAL
SUMMARY JUDGMENT ON PROMISSORY NOTE
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modification by clear and conVIncmg evidence, the modification is nonetheless
unenforceable as a matter of law because there was no agreement to extend the due date
of the Note for a definite and certain period, the modification was not supported by
consideration, there was no mutual assent, and the modification lacks mutuality of
obligation because AlA Services is under no obligation to repay the note as modified.

III. STATEMENT OF FACTS
A.

The $6 Million Promissory Note and the Related Agreements.
In July 1995, Reed was the owner of 613,494 shares of common stock in AlA

Services and its majority shareholder. R. John Taylor ("John") sought to purchase all of
Reed's shares by entering into a series of agreements through which AlA Services would
repurchase Reed's shares through a Stock Redemption Agreement. See March 1, 2007,
Preliminary Injunction Hearing ("Hearing"), Ex. Z.

Under the terms of the Stock

Redemption Agreement, AlA Services! agreed to execute a Stock Pledge Agreement,
Security Agreement, and the $6,000,000 Note in favor of Reed. 2 See Hearing, Exs. A, Z,
AA,andAB.
Under the terms of the Note, the $6,000,000 principal balance plus any accrued
interest was due and payable on the tenth anniversary of the Note. See Hearing, Ex. A.
Interest on the $6,000,000 Note accrued at the rate of 8.25% per annum and was to be
paid in monthly installments. !d. The Note was secured by the Stock Pledge Agreement
and Security Agreement See Hearing, Ex. A, AA and AB.
III
1 AlA Insurance, Inc. was also a party to the Security Agreement because it, like AlA Services,
granted Reed Taylor a security interest in all commissions and related receivables.
2 As further consideration for the transaction, AlA Services also executed a $1,500,000 Down
Payment Promissory Note (which was later paid), transferred certain assets to Reed, and forgave certain
indebtedness.

REED TAYLOR'S MOTION FOR PARTIAL
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In 1996, AlA Services defaulted on its obligations to Reed. By letters dated April
18, 1996, April 25, 1996 and June 4, 1996, Reed provided AlA Services with notice of
the various defaults. ld., Ex. B, ~ D.
Rather than accelerate payment of the Note and initiate a legal action against his
brother, Reed and AlA Services agreed to modify the agreements in writing by executing
the Stock Redemption Restructure Agreement, Amended and Restated Security
Agreement and the Amended and Restated Stock Pledge Agreement ("Amended Stock
Pledge Agreement"). 3 See Hearing, Exs. B, C, and E. These agreements were entered
into in July 1996 and superseded all other agreements of the original transaction, except
the Note, which remained valid and enforceable See Hearing, Ex. B. As a result of the
defaults, AlA Services agreed to pay Reed's attorneys' fees.

See Hearing, Ex. B.

Although the amended agreements originally contemplated that Donna Taylor's Series A
Preferred Shares would be redeemed prior to the payment of the principal on the Note,
Donna Taylor subordinated all of her rights in favor of Reed. See Affidavit of Roderick
Bond filed on February 26,2007, Ex. O.

B.

AlA Services' Defaults.

1.

AlA Services' Default of the Note and Amended Stock Pledge
Agreement.

The $6,000,000 principal balance of the Note and all accrued interest were due
and payable to Reed on August 1,2005 (the tenth anniversary of the Note). See Hearing,
Ex. A, p. 1. AlA Services failed to pay the $6,000,000 principal balance and accrued
interest on the Note to Reed on the due date. See Affidavit of Aimee Gordon dated

3 It is noteworthy that the agreements all contained provisions requiring all modifications to be in
writing. Moreover, John is a sophisticated business man, licensed attorney and member of the board of
directors ofthe publicly traded Avista Corporation.

REED TAYLOR'S MOTION FOR PARTIAL
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February 28, 2007, ,-r 5 (Ms. Gordon testified that, as accounting manager for AlA
Services, Reed was owed $8,189,614 as of December 31,2006). Although AlA Services
was provided notice of default and demand for payment, the Note remains unpaid and has
accrued additional interest. Id.; Hearing, Ex. F. Because AlA Services failed to pay full
monthly interest installments in the amount of $41,250 (8.25% per month), there was
accrued interest also due on August 1,2005. See Hearing, Ex. A.
Reed provided AlA Services with written notice of the defaults by letter dated
December 12,2006. See Hearing, Ex. F. The letter provided notice of the default on the
Note for failure to pay the principal balance and interest, together with notice of defaults
under the related agreements. Id. AlA Services' failure to pay the Note when due also
constituted a breach of the Amended Stock Pledge Agreement, which listed a failure to
pay the Note as a default. See Hearing, Ex. C, p. 5, ,-r 7(a) ("Failure of Pledgor to
pay ... within ten (10) days of the date due any principal or interest under ... the $6M
Note.") The letter also notified AlA Services that Reed intended to vote the shares of
AlA Insurance, Inc. (all of which were pledged to Reed as security for payment of the
Note), pursuant to Section 6 of the Amended Stock Pledge Agreement. See Hearing, Ex.
C, p. 5, p. 4,

~

6.

However, AlA Services failed to pay the $8,189,614 due as of

December 31, 2006 (a substantial amount of additional interest has accrued since this
time). Thus, at the time Reed filed suit in this action, AlA Services was in default of the
Note and the Amended Stock Pledge Agreement.
III
III
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C.

The Alleged March 2003 Oral Modification.

1.

John's First Allegations of the March 2003 Oral Modification and the
Inconsistent and Unclear Terms of the Alleged Oral Modification.

In John's Affidavit dated February 28, 2007, he testified for the first time that
Reed agreed to "defer his receipt of the unpaid principal and interest on his note until
the companies were fmancially able to be restructured and to redeem his note."
Affidavit of R. John Taylor dated February 28, 2007. John further testified that "at
about $35 million in new business placements, the companies could begin catching up
on accrued interest payments.

When the companies achieved $60 million in new

business placements, the companies would be able to retire his note ... " Id.
2.

John's Testimony Regarding the Alleged Oral Modification at the
March 1, 2007 Hearing.

During the Hearing held on March 1,2007, John for the first time alleged that the
Note had been orally modified in March 2003:
A. The last - we had a long period of renegotiation and all these documents and
these entire loan documents from 2000, 2001 to clear to 2003. We finally settled
on a deal in March of 2003, and that's the deal we have been working under ever
since.
Q. Okay. And as of2003, you had a deal with your brother [Reed]?
A. Yes.

Q. And was that deal memorialized in writing?

A. No, not to the extent of these type of documents, no.
Affidavit of Paul R. Cressman, Jr. ("Cressman Aff."), Ex. B, p. 67,11.5-14. John would
later testify there were no written documents regarding the alleged oral modification. At
the Hearing, John testified regarding the tenus of the alleged oral modification:

REED TAYLOR'S MOTION FOR PARTIAL
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Q. What were the terms of the deal in '03?
A. Terms of the deal in '03 is that the company would dig itself out of the hole,
work together to dig itself out of the hole with Crop USA, rebuild its agency
force. I think I indicated in my affidavit, rebuild its agency force and that we
would likely be able to begin catch-up on the interest as soon as we hit around
thirty million of premium. And that we would again be able to restructure
and begin paying off AlA and this debt as soon as we hit sixty to seventy
million in premium and that was our goal.

Q. Any other terms?

A. We would pay Reed fifteen thousand dollars a month plus continuing paying
for about ten thousand dollars in other expenses during that interim period ...
Q. Okay. Any other terms?
A. Those are all I recall right now.
Q. So that was the deal between your brother and AlA Services in 2003?
A. Yes.

Cressman Aff., Ex. B, p. 70,11. 4-25 (emphasis added).
John further testified that the "sixty to seventy million" premium goal was to be
met by AlA Insurance, Inc. (AlA Services wholly owned subsidiary) and Crop USA
Insurance Agency, Inc. ("Crop USA") (an unrelated entity). Cressman Aff., Ex. B, p. 78,
II. 1-7. In contradiction to John's Affidavit dated February 28,2007, John testified that
they would begin paying Reed's debt, instead of the earlier testimony that the Note would
be redeemed. Id.
Later at the Hearing, John testified that there was no fixed date to pay Reed the
$6,000,000 principal balance of the Note and the accrued interest and that Reed would be
paid all principal and interest:

REED TAYLOR'S MOTION FOR PARTIAL
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Q. And I'm trying to understand was there or was there not a fIxed date when
your brother was going to be paid in your agreement with him in March
2003?
A. I will repeat again based upon the budgets we presented in 2003 and as
modified more recently, they were it was - he was to be paid when we hit
sixty million dollars in premium.
Cressman Aff., Ex. B, p. 79, 11. 3-8 (emphasis added). John contradicted his earlier
testimony at the Hearing of sixty to seventy million in premium by changing his
testimony to sixty million. Cressman Aff., Ex. B, p. 78, 11. 6-7. Under either scenario,
Reed would only be paid if AlA and Crop USA met the "premium goals." Id. There was
no specific date when Reed would be paid and payment depended solely upon whether
AlA Services and Crop USA met certain premium targets that may never be met.
Moreover, there was uncertain, unclear and contradictory testimony of exactly how much
would be paid and when such payments would be made. See Cressman Aff., Exs. A-B.

3.

John's Inconsistent Testimony during the IRep 30(b)(6) deposition of
AlA Services.

John also provided a different account of the alleged oral modification during the
!RCP 30(b)(6) deposition of AIA Services. John was designated by AlA Services as the
testifying witness for AlA Services regarding the alleged oral modification. Cressman
Aff., Ex. A, p. 6, 11. 19-24. John testified, on behalf of AlA Services, that Reed would
not be paid when Crop USA and AlA Services reached "sixty to seventy million in
premium," but he would be paid when AlA Services and Crop USA was "fInancially

able to pay him:"
III
III
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Q. Do I understand correctly that it's your contention that you orally modified
your arrangement with your brother [Reed] that interest and principal was to be
repaid upon Crop USA achieving certain financial results?
A. I think I've stated clearly, my contention is that we've orally modified the
agreement to Reed extending the payments.
Q. Based upon financial resultsMr. McNichols: Now, you interrupted his answer, Counsel. You have to permit
him to complete his answer.
Q. (By Mr. Cressman) Please continue.

A. Until we're financially able to pay him.
Cressman Aff., Ex. A, p. 83, 11. 14-25; p. 84, 11. 1-2 (emphasis added).4

John later

clarified that AIA Services would be "financially able to pay him" when the companies
were "economically viable," but he still did not identify a date certain when the Note
would be repaid or other material terms such as payment amounts.
Q. Okay. When would he be entitled to be paid under such circumstancesQ. - based on your agreement?
A. When the companies were economically viable.
Q. What does "economically viable" mean?
A. And able to borrow the amount of money to pay Reed off.
Q. Okay. So, is it your testimony that your agreement with Reed was, he would
be repaid accrued interest and principal when the companies were able to borrow
sufficient funds to pay him off?
A. A combination of borrow or current assets, yes.
Q. That was your agreement with your brother?
A. Yes.

4 John testified at numerous occasions in the IRCP 30(b)(6) deposition that the oral agreement was
that AlA Services would pay Reed "when it was financially able to pay him." Cressman Aff., Ex. A, p. 84,
1. 2; p. 85, ll. 19-20; p. 86, II. 1-3; p. 90, 1. 25; p. 91, II. 1-5; and p. 133,11.8-11.

REED TAYLOR'S MOTION FOR PARTIAL
SUMMARY JUDGMENT ON PROMISSORY NOTE - 9

Cressman Aff., Ex. A, p. 86, 11. 8-24 (emphasis added). Again, John did not testify that
there was a definite or certain date when the Note would be paid, and, again, John
changed his testimony and contradicted his earlier testimony. !d.
The circumstances of the alleged modification claimed by John are also not
indicative of the parties' prior dealings.

In July 1996, the parties modified the

agreements that provided Reed security for AlA Services' obligation under the Note, and
they did so through a series of written agreements that totaled over 20 pages. However,
the March 2003 agreement that allegedly supplanted all previous agreements was not
even confirmed with an email.CressmanAff.• Ex.A.p.146.1l.23-25;p.147.1l. 1-4.
John also testified that he did not reduce the March 2003 agreement to writing because he
was "very busy the last couple of years." Id. at p. 147, 11. 1-2.

The alleged oral

modification was also not approved by the board of directors of AlA Services or AlA
Insurance. !d. at p. 87,11. 22-25, p. 88,11. 1-3.
4.

John's Email to Ernie Dantini in October 2005.

Although John alleges that the oral modification of Reed's debt occurred in
March 2003, John sent an email to Reed's accountant, Ernie Dantini, that discussed a
proposal to modify AlA Service's debt to Reed in October 2005 (two months after the
maturity date of the note), but made no mention of the alleged March 2003 oral
modification. In his email, John stated "I hope that you and [Reed] can come up with
some specific proposals to modify the debt and move us toward putting the two

companies back together. . .1 am willing to explore all options, but will need a written
proposal." Affidavit of Ernie Dantini ("Dantini Aff."), Ex. A (emphasis added). Most
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significantly, however, is the fact that John's email was sent to Reed's accountant only
two months after the maturity date of the Note on August 1,2005.
Nowhere in the October 2005 email did John mention or confirm the alleged oral
modification in March 2003.

John's email compels the question:

Why would AlA

Services discuss modifying the Note in October 2005 if it had already done so in March
2003? The only reasonable answer (based upon the evidence, John's testimony and his
email to Ernie Dantini) is because the parties never agreed to orally modify the Note in
March 2003 and AlA Services was in default for failing to pay the $6,000,000 in
principal and accrued interest that was due on August 1,2005.
IV. QUESTIONS PRESENTED
A.

Whether Reed is entitled to partial summary judgment on AlA Services'

defaults under the Note and Amended Stock Pledge Agreement?
B.

Whether the oral modification as likely will be alleged by John is an

unenforceable agreement as a matter of law when: (1) the alleged oral modification of the
terms and extension of the due date of the Note is not for a "definite and certain time";
(2) the alleged modification is not supported by consideration; (3) there is no evidence of
mutual assent as to the terms of the alleged oral modification; and (4) the alleged oral
modification is lacking mutuality of obligation because AlA Services is under no
obligation to repay the note under the terms alleged by John?

c.

Whether AlA Services can meet its burden of proving an oral modification

of the Note by clear and convincing evidence when: (1) the only evidence of the oral
modification is John's own contradicted testimony; (2) John has provided numerous
inconsistent versions of the alleged oral modification; (3) the oral modification was not
REED TAYLOR'S MOTION FOR PARTIAL
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approved by the Board of AlA Services; and (4) John's email to Reed's accountant in
October 2005 is void of any evidence that the Note had not been modified and discusses
in detail the value of AlA Services based upon default and the fact that all payments to
Reed could be frozen because of a default?
D.

Assuming, arguendo, that the parties agreed to the oral modification

alleged by John (which Reed denies and the evidence does not support), whether AIA
Services can that it is not in default of the Note?
E.

Assuming the parties agreed to an oral modification, whether AlA

Services can avoid the unenforceability of an oral modification that changes or eliminates
material terms?
V. LEGAL AUTHORITY AND ARGUMENT
Summary judgment is proper when "the pleadings, depositions, and admissions
on file, together with the affidavits, if any, show that there is no genuine issue as to any
material fact and that the moving party is entitled to a judgment as a matter of law."
I.R.C.P.56(c). "Once the moving party has provided sufficient evidence to support the
motion, the party against whom a motion for summary judgment is sought may not
merely rest on allegations contained in the pleadings, but must come forward and produce
evidence by way of deposition or affidavit to contradict the assertions of the moving
party and establish a genuine issue of material fact." Post v. Idaho Farmway, Inc., 135
Idaho 475, 478, 20 P.3d 11, 14 (2001) (citing LR.C.P. 56(e); McCoy v. Lyons, 120 Idaho
765, 770, 820 P.2d 360, 365 (1991)). "Such evidence must consist of specific facts,
and cannot be conclusory or based on hearsay." Id. (emphasis added).
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"The moving party is entitled to judgment when the nonmoving party fails to make a
showing sufficient to establish the existence of an element essential to that party's case on
which that party will bear the burden of proof at trial."

Thomas v. Medical Center

Physicians, P.A., 138 Idaho 200, 205, 61 P.3d 557, 562 (2002) (citing Celotex v. Catrett,
477 U.S. 317,106 S.Ct. 2548, 91 L.Ed.2d 265 (1986».
A. Reed Is Entitled to Partial Summary Judgment on AlA Services' Default of
the $6,000,000 Note.
The Court may make a finding of default and/or enter an order of partial summary
judgment on a promissory note. Markham v. Anderton, 118 Idaho 856, 858-59, 801 P.2d
565 (1990). Partial summary judgment is also appropriate for a promissory note even if
all claims between all parties have not been resolved. Id; LR.C.P. 54.
Here, it is undisputed that John executed the Note, Amended Stock Pledge
Agreement, and related agreements on behalf of AlA Services. It is undisputed that Reed
has a security interest in all of the shares of AlA Services' wholly owned subsidiary AlA
Insurance, Inc. It is undisputable that $6,000,000, plus all accrued interest was due in full
on August 1, 2005. It is undisputed that Reed was owed $6,000,000 in principal and
$2,189,614 in accrued interest under the terms of the Note as of December 31, 2006. It is
undisputed that Reed is presently owed over $8,250,000 in principal and accrued interest.
It is undisputable that AlA Services is in default of the Note, and as a consequence, in
default of the Amended Stock Pledge Agreement.
As a matter of law, Reed Taylor the Court should enter an order of partial
summary judgment for AlA Services' defaults of the Note and Amended Stock Pledge
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Agreement, regardless of the alleged oral modification of March 2003. 5 Even if all other
claims and counterclaims are unresolved between AlA Services (or any of the other
defendants) and Reed, he is still entitled to partial summary judgment on the issue of the
defaults. See Markham, 118 Idaho at 858-59.
B. Assuming AlA Services Responds to Reed's Motion by Asserting that the
Note Has Been Orally Modified as Alleged by John, the Alleged Oral
Modification is Unenforceable as a Matter of Law.

It is anticipated that AlA Services will argue that the Note was orally modified as

alleged by John. However, even if John was permitted to unilaterally select the most
favorable terms and conditions from his testimony, there could be no oral modification as
a matter of law for the reasons articulated below.
1.

The Alleged Oral Modification is Unenforceable as a Matter of Law
Because It is Too Indefmite and Uncertain to Constitute an
Enforceable Obligation.

The majority of courts across the country, including Idaho courts, have
consistently held that an oral agreement to extend the time to pay is not enforceable
unless it is for a definite period oftime:
The time for payment of a note may be extended by agreement of the
parties. In order to be valid and enforceable, an agreement to extend
the time of payment of a negotiable instrument must contain all of the
elements of a contract. A consent to an extension set forth in an
instrument is, unless specified otherwise, a consent to a single extension
only, and then for no longer a period than that of the original instrument.
In addition, for an extension of time for payment of a note to be
binding on the parties, it must be for a definite period of time.
11 Am. Jur. 2d Bills and Notes § 198 (internal citations omitted) (emphasis added); see

also Pavey v. Collins, 31 Wash.2d 864, 870-71, 199 P.2d 571, 574 (1948) ("An
5 As discussed below, even if the oral modification existed and was valid (which Reed denies),
Reed is still entitled partial summary judgment on the Note because AlA Services would be in breach of
the terms of John's alleged oral modification.
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extension, to be binding, must be for a time that is definite and certain or capable of being
made so by some future event which is sure to occur."); Mack v. Hendricks, 126 Or. 400,
403,270 P. 476,477 (1928) ("It is the general rule, and it has been adopted in this state,
that an agreement to extend the time for payment, in order to be valid, must be for a
definite time."); Martin v. Fannin Bank, 389 S.W.2d 724, 726 (Tex.Civ.App.1965) ("For
an extension of time for payment of a note to be binding, it must not only be supported by
consideration but the extension must be to a time certain."); Mitchell v. Peterson, 97
Ill.App.3d 363, 367, 422 N.E.2d 1026, 1030 (Ill.App., 1981) ("For an extension of the
payment of a note to be binding on the parties, it must be for a definite period and must
be supported by consideration.").
The significant requirements of definiteness and certainty as a condition for the
enforceability of oral agreements to repay money were specifically explained in Irwin

Rogers Insurance Agency, Inc. v. Murphy, 122 Idaho 270,833 P.2d 128 (Ct. App. 1992).
In Irwin Rogers, an insurance agency, Irwin, brought suit against the insureds, the
Murphys, for failure to pay a promissory note obligating the Murphys to pay unpaid
premiums. Irwin Rogers, 122 Idaho at 274-75. The Murphys argued that the promissory
note was invalid because there was a prior oral payment plan agreement between the
Murphys and Irwin that gave Murphys the right to repay the money "as funds became
available." Irwin Rogers, 122 Idaho at 274-75. (emphasis added).

In following the Idaho Supreme Court's holding in Black Canyon Racquetball

Club, Inc. v. Idaho First, 119 Idaho 171, 173, 804 P.2d 900 (1991 )(upholding summary
judgment based upon the lack of definite and certain terms), the Idaho Court of Appeals
affirmed the trial court's dismissal of the Murphys breach of the duty of the covenant of
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good faith and fair dealing claim on summary judgment because the terms of the
underlying alleged oral agreement were not definite and certain as required to constitute
an enforceable contract right:
The Murphys contend there exists a genuine issue of material fact whether
the insurance agency breached the implied covenant of good faith and fair
dealing when it procured a promissory note that altered the terms of the
oral pay plan agreement. They argue, essentially, that the insurance
agency's attempt to obtain the promissory note, which was payable in full,
with interest, upon demand, unfairly deprived the Murphys ofthe benefits
of an alleged oral agreement which allowed them to make irregular
payments on their account. We disagree.
In order to establish the impairment of a contractual right or benefit, the
party asserting the breach of the covenant must first establish that such a
right or benefit existed. In this case, the Murphys contend that the oral
agreement gave them the right to pay their accounts "as funds became
available." Even if actually agreed to by the parties, these terms are
too indefinite and uncertain to constitute an enforceable contract
right. See Black Canyon Racquetball Club, Inc. v. Idaho First Nat'l Bank,
NA., 119 Idaho 171, 173, 804 P.2d 900, 902 (1991). We therefore
conclude that the impairment of such an alleged right or benefit is
insufficient upon which to base an action for breach of the covenant of
good faith. Accordingly, the district court did not err when it dismissed
that claim.
Irwin Rogers, 122 Idaho at 274-75 (emphasis added).

In Black Canyon, 119 Idaho 171, the plaintiff alleged that Idaho First entered into
an enforceable oral contract to provide a loan. Id. at 173. As with Reed, Idaho First
denied the existence of an oral agreement and asserted that even if the oral agreement did
exist, it was unenforceable because the "essential terms were indefinite." Id. (emphasis
added).

The district court agreed and granted summary judgment.

Id.

The Idaho

Supreme Court affirmed the trial court's order granting. summary judgment based upon
the "well-established rule that the terms of a contract must be sufficiently definite and
certain in order to be enforceable." Black Canyon, 119 Idaho at 173 (citations omitted).
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Moreover, as in Black Canyon, 119 Idaho at 173, Reed has demonstrated that John
contradicted his own testimony when he testified regarding the terms of the alleged oral
modification (See subsection 3 below for an un-exhaustive analysis of John's significant
contradictions, which are incorporated by reference into this subsection and subsection 2
below).
According to John's testimony in the 30(b)(6) deposition of ALA Services, there is
no deadline when ALA Services must repay the Note under the alleged oral modification. 6
ALA Services would pay the principal balance on the Note and accrued interest
when it was "financially able to pay him." Cressman Aff., Ex., A, p. 83,11. 14-25; p. 84,
11. 1-2. Even if it is assumed that this oral modification was made, which Reed denies,
the oral modification is unenforceable as a matter of law because the extension of the
time for payment of the Note was not for a definite or certain period of time.
The facts pertaining to the oral agreement alleged by the Murphys in Irvvin Rogers
and the oral agreement alleged by ALA Services in the present case are unmistakable. In
this case, John alleges that under the oral agreement with Reed, ALA Services would
repay the Note when ALA Services was "financially able to pay him." Cressman Aff.,
Ex. A, p. 83, 11. 14-25; p. 84, 11. 1-2 (emphasis added). In Irvvin Rogers, the Murphys
alleged that the debt would be paid "as funds became available." Id., 122 Idaho at 274275 (emphasis added).
Like the oral agreement alleged by the Murphys in Irvvin Rogers, the oral
modification alleged by ALA Services is too indefinite and uncertain to create an
6 The one consistency in John's contradicted testimony is that all of the alleged events that imply
some form of payment will be made to Reed on the Note do not have a definite due date. John testimony
provided no definite due dates or definite payment amounts under the terms of the alleged oral
modification.
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enforceable contractual obligation as a matter of law. There is no obligation on the part
of AlA Services under the alleged oral modification because its performance is at the
discretion of AIA Services.

Moreover, John's own testimony demonstrates that it is

impossible to determine when Reed would be paid or when he is entitled to be paid. AlA
Services may, at its own choosing, create a situation where it is never "financially able to
pay" the Note or that the companies may never reach certain revenue or premium targets.
Moreover, John's testimony is contradictory as to exactly how much is paid and whenif and when the contradicted premium goals are met.
Because the alleged oral modification of March 2003 contains too uncertain and
indefinite terms, it fails as a matter of law and the Court should enter an order of partial
summary judgment in favor of Reed on AIA Services' defaults of the Note and Amended
Stock Pledge Agreement.
2.

The Oral Modification is Unenforceable because it lacks Mutuality of
Obligation and is not supported by Consideration.

The oral agreement alleged by John, on behalf of AlA Services, also fails as a
matter of law because it lacks mutuality of obligation and consideration:
That mutuality of obligation is an essential element of a contract has been
recognized repeatedly by this court. Wormward v. Taylor, 70 Idaho 450,
221 P.2d 686, and cases therein cited; Thomas v. Cate, 78 Idaho 29, 296
P.2d 1033. Mutuality of obligation as pertains to an executory contract
requires that each party to the agreement be bound to perform; if it
appears that one party was never bound on his part to do the acts
which form the consideration for the promise of the other, there is a
lack of mutuality of obligation, and the other party is not bound.
Houser v. Hobart, 22 Idaho 735, 127 P. 997,43 L.R.A.,N.S., 410; Zaring
v. Lavatta, 36 Idaho 459, 211 P. 557. This doctrine is interwoven with the
basic requirement for consideration to support a binding agreement; if one
party is not bound to perform his promise, the consideration for the other
party's agreement is lacking, 12 Am.Jur., Contracts § 13; 17 C.J.S.
Contracts § 100.
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McCandless v. Schick, 85 Idaho 509, 518, 380 P.2d 893, 897-898 (1963) (emphasis

added).
Moreover, an oral agreement, like all other agreements, must be supported by
consideration to be enforceable. Rule Sales and Service, Inc., v. Us. Bank, N.A., 133
Idaho 669, 674, 991 P.2d 857 (1999). Consideration for a promise may take the form of
an act by the promisee that is bargained for and given in exchange for the promise. Day
v. Mortgage Ins. Corp., 91 Idaho 605, 607, 428 P.2d 524 (1967).

In Thomas v. Cate, 78 Idaho 29, 296 P.2d 1033 (1956), the plaintiff and defendant
had entered into a lease agreement whereby plaintiff leased a truck to defendant and the
only obligation assumed by the defendant was to pay for the use of the truck and
plaintiffs services in operating the truck if defendant used the truck. Id. at 30-31. The
Idaho Supreme Court held that the lease agreement was unenforceable as a matter of law
for lacking mutuality of obligation and consideration because defendant assumed no
obligation to use the truck "to any extent or at any time." Id. at 32 ("rAJ reservation to
either party to determine the nature and extent of his performance renders this
obligation too indeimite for legal enforcement, making it, as it is termed, merely
illusory.") (emphasis added).

John alleges that under the terms of the oral modification, Reed agreed to
postpone enforcement of the Note and AlA Services agreed to pay the Note when it was
"financially able to pay him." Cressman Aff., Ex. A, p. 83, II. 14-25; p. 84, II. 1-2.
Under this alleged modification, AlA Services was under no obligation to perform but
could perform at its discretion. There is no promise that was made by AlA Services to
meet the requirements of mutuality of obligation and no consideration to create an
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enforceable modification. John testified that, other than the payment of a portion of the
$41,250 in monthly interest payments under the Note, Reed received nothing.

See

Cressman Aff., Ex. A, p. 86,1. 25; p. 87,11. 1-12. There is no point at which Reed can
determine that AlA Services breached the oral agreement because performance is at AlA
Services' discretion.

AlA Services has the unilateral right to determine when it is

"financially able to pay him" and it may, for example, choose not to pay him at all (as it
currently has done). There is no reasonably basis to explain why Reed would accept such
a modification. Therefore, the oral agreement alleged by AlA Services is unenforceable
as a matter of law because it is lacking mutuality of obligation and consideration.
3.

AlA Services Has Not and Cannot Meet its Burden of Proving an Oral
Modification of the Note by the Required Clear and Convincing
Evidence and with the Required Mutual Assent.

Even if the Court finds that the oral modification does not fail as a matter of law
on any of the above arguments, the Court should nevertheless grant the Reed's motion
because AlA Services cannot meet it burden of proving an oral modification.
For an oral agreement to be valid (or any agreement), there must also be a
meeting of the minds of all terms before a contract is formed and proof of a meeting of
the minds "requires evidence of mutual understanding as the terms of the agreement and
the assent of both parties." Potts Const. Co. v. North Kootenai Water Dist., 141 Idaho
678, 681, 116 P.3d 8 (2005)(The Idaho Supreme Court .upheld the order granting
summary judgment on an alleged oral contract where there was a the lack of
consideration, no specific duration, and no purpose for entering into the oral contract). If
there is no distinct understanding between the parties to a contract, summary judgment is
appropriate based upon the lack of mutual assent.

Wolford v. Tankersley, 107 Idaho
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1062, 1064-65, 695 P.2d 1201 (1984) (The Idaho Supreme Court upheld the trial court's
granting of summary judgment on the finding of no mutual assent because the purchase
price was not set forth on the agreement when the buyers signed).
Even if a party can prove the existence of basic contract principals, the Idaho
Supreme Court has consistently held that "[tlhe party asserting an oral modification of
a written contract has the burden of proving the modification by clear and
convincing evidence." Scottv. Castle, 104 Idaho 719, 724, 662 P.2d 1163,1168 (1983)

(holding that party had failed to meet its burden of proving an oral modification by clear
and convincing evidence and affirming trial court's dismissal of oral modification claim)
(citing Kline v. Clinton, 103 Idaho 116,645 P.2d 350 (1982» (emphasis added).
Here, it is impossible for mutual assent to exist because there is no evidence of
individual assent by John. There can be no meeting of John and Reed's minds because
there is not even a meeting in John's mind as to the terms of the alleged oral
modification. John has failed to testify to the existence of distinct and consistent terms of
the alleged oral modification. There is no mutual assent as to the dates or amounts that
principal and accrued interest is due, let alone mutual assent as to other significant terms
as discussed in detail below.
Moreover, John's account of the alleged oral modification of Reed's Note has
been anything but clear and convincing.

Below is a summary of a portion of the

inconsistencies in John's own testimony regarding the alleged oral modification:
•

Changing terms of the alleged oral modification. John stated in the March 1,
2007 Hearing that interest would be "caught up" when AlA and Crop USA
reached "around 30 million in premium" and that the Note would be repaid
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when AlA Services and Crop USA reached "sixty to seventy million in
premium." Cressman Aff., Ex. B, p. 70,11.5-13. At the Hearing, when asked
what would be paid when the companies reached sixty million in premium,
John testified that "[t]he balance of the note six million plus accrued interest."
Cressman Aff., Ex. B, p. 79,11. 6-11.
At his deposition, John testified that [t]he terms of the deal in '03 is
that. .. we would likely be able to catch up on the interest as soon as we hit
around thirty million dollars of premium and that we would be able to
restructure and begin paying off [the] debt as soon as we hit sixty to seventy
million of premium, that was our goal." (emphasis added). Cressman Aff.,
Ex. A, p. 147,11. 21-25; p. 148, 11. 1-11. Then later in his deposition, when
asked if Reed's Note would be paid off when the companies reach sixty
million in premium, John responded "[e]ssentia11y yes." Ex. A, p. 153,11. 1523. Yet John testified earlier at his deposition that the Note would be repaid
only when AlA Services was "financially able to pay him." Cressman Aff.,
Ex. A, p. 83,11. 14-25; p. 84,11. 1-2.
•

Does Reed still have a security interest? In his deposition, John was initially
unsure whether Reed still had his security for the Note in AlA Insurance,
Inc.' s stock, "I think that he still had a secured [sic] interest in the stock of
AlA." Cressman Aff., Ex. A, p. 140, II. 2-3. Later in the same deposition,
John stated Reed had a security interest in AlA Insurance's shares. Cressman
Aff., Ex. A., p. 176, II. 17-19.
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Regarding the security interest in the commISSIOns, John testified that
Reed had a security interest in the commissions. Cressman Aff., Ex. A., p.
140,11. 4-8. John then admitted that "[the commissions] were not discussed,

but I would assume that they would remain." Cressman Aff., Ex. A., p. 140,
11. 4-8.
Significantly, John did not mention any security interests in either the
commissions or the shares of AIA Insurance at the Hearing on March 1, 2007.
See Cressman Aff., Ex. B, p. 70,11.4-25.

•

The place of the alleged oral modification. At the Hearing, John testified that
the agreement was made in AIA's offices and the only parties present were
him and Reed, no other person was present for the oral modification.
Cressman Aff., Ex. B, p. 71, 11. 3-9 (emphasis added).

Later, at John's

deposition, he testified that the alleged oral modification was made "outside

[his] office." Cressman Aff., Ex. A, p. 85,11. 19-20 (emphasis added).
•

What were Reed's remedies in the event of a default of alleged oral
modification? When questioned about what Reed's remedies would be in the
event of a default in the March 2003 alleged oral modification, John testified
"I don't know." Cressman Aff., Ex. A, p. 143,11. 12-19. When asked shortly
thereafter if he discussed remedies with Reed, John testified "I would imagine
we did." Id. at p. 144,11. 18-22. Then when questioned when Reed would be
able to realize on his security interest, John Testified "If we didn't pay him
back, if [AlA] Services did not pay him back." Id. at p. 145, 11. 5-12.

When

questioned further John stated that Reed would have a right to realize on his
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security interest "[a]t a point in time after the companies were able to pay his
note but don't." Id. at 11. 13-17.
When questioned regarding what rights Reed would have if the companies
were never economically viable to pay him, John testified that he didn't
believe the issue was discussed.

Id. at p. 146, II. 9-12.

Yet earlier John

Testified that if the companies did not reach the revenue targets, "[Reed]
would have the same rights and privileges he had at that time." Cressman
Aff., Ex. A., p. 85, I. 25; p. 86, II. 1-7.
•

Ernie Dantini's, Reed's accountant, involvement in the oral modification.
John testified that "Ernie Dantini was intricately involved" in the oral
modification. Cressman Aff., Ex. B, p. 71, 11. 10-12.

Yet John (a licensed

attorney, accountant and member of the board of Avista Corporation) never
sent confirming correspondence or even sought to obtain a written agreement
confirming the terms of the alleged oral modification.
•

John's email to Ernie Dantini dated October 5, 2005. John sent an email to
Mr. Dantini on October 7, 2005 requesting proposals to modify the Note.
Dantini Aff., Ex. A.

The subject line of the email stated "Reeds note."

Dantini Aff., Ex. A.

John stated that "[m]andatory redemption will not

work ... no help to [financial statement]." Id.

John also discussed how

payments to Reed would freeze up in the event of default. Id. It makes no
logical sense why AlA Services would need to modify the Note again if it was
not in default on October 7, 2005, and was only obligated to pay Reed's Note
if it was "financially able to pay him." Cressman Aff., Ex. A, p. 83, II. 14-25;
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p. 84, 11. 1-2.

Why would John discuss Reed wanting all of his accrued

interest? There only one reasonable explanation for sending the email: John's
email has all the makings of an individual trying to paint a bleak picture to a
creditor (Reed) who holds the legal right vote the shares and take control of
the company. Certainly, if there was ever a time to confirm the alleged oral
modification, John's October 2005 email to Reed's accountant would have
been the ideal and warranted time.
•

The parties' course of performance regarding modifications of their
agreements. The parties modified the agreements that acted as security for the
Note in 1996, one year after entering into the prior agreements, through a
another set of sophisticated agreements consisting of over 30 pages of
documents and costing Reed tens of thousands of dollars in attorneys' fees.

See Hearing, Exs. B, C and E. In John's October 2005 email to Ernie Dantini,
John confirmed the parties' course of dealing by stating "I am willing to
explore all options, but will need a written proposal." Dantini Aff., Ex. A.
Thus, not only is it outside the parties' course of dealing, John did not even
bother to confirm the alleged oral modification with an email or otherwise
attempt to memorialize the alleged oral modification in writing. Cressman
Aff., Ex. A, p. 146,11.23-25; p. 147,11.1-4.
•

John's explanation of why the agreement was not reduced to writing. In his
deposition, John testified that he did not put the agreement in writing because
he was "very busy the last couple of years." Cressman Aff., Ex. A, p. 146, 11.
23-25; p. 147,11. 1-4.
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•

Agreement not approved by Board of Directors or shareholders of AlA
Services. John, a member of the Board of Directors of Avista Corporation
(including the governance committee of the Board), testified that the oral
modification had not been approved by the Board of Directors of AlA
Services. Cressman Aff., Ex. A, p. 87,11.22-25, p. 88,11. 1-3.

AlA Services cannot meet its burden of proving an oral modification by clear and
convincing evidence as required by the Idaho Supreme Court. John's testimony provides
the only alleged terms and conditions of the alleged oral modification. John has failed to
provide a consistent or clear account of the alleged oral modification, including the date
the modification occurred and the terms of the modification. AlA Services cannot show
mutual assent or a meeting of the minds because the alleged terms are unclear even in
John's mind as evidence by his contradictory and unclear testimony.
Based on the totality of the testimony and the evidence presented by AlA
Services, it cannot prove an oral modification as a matter of law and the Court should
grant Reed's Motion for Partial Summary Judgment on the Note.
C. Assuming, Arguendo, that the Oral Modification Is Valid, AlA Services Is in
Default and Reed Is Still Entitled to Partial Summary Judgment.

Summary judgment on a default of a promissory note may be granted even in
instances in which all claims are not resolved. Markham, 118 Idaho at 859.
In his deposition on behalf of AlA Services, when questioned how Reed's Note
could have value if orally modified as alleged, John testified that other than the alleged
modifications the remaining terms of the Note remained unchanged. See Cressman Aff.,
Ex. A, p. 163,11.3-25. Under the terms of the Note, AlA Services is in default ifit fails
to pay monthly interest payments and the entire balance may be accelerated if a default in
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monthly interest installments is not cured within 5 days of the notice of default. See
Hearing, Ex. A.
Significantly, at the Hearing on March 1,2007 (which was heard over 212 months
after Reed's notice of default), John testified regarding the $15,000 in monthly interest
payment that was not paid to Reed:
You know the records indicate that we paid fifteen thousand dollars in cash
payments to Reed each month plus these other benefits, and I think that there was
one month where we didn't pay - I didn't pay .. .1 told Reed that I would catch
up with him this year [on the missed payment].
Cressman Aff., Ex. B, p. 121,11. 14-25 (emphasis added); see also Hearing, Ex. AJ. Thus,
John's testimony provides demonstrates that AlA Services was even in default of the
terms of the alleged oral modification.
Accordingly, Reed's notice of default and demand for payment dated December
12, 2006, also constituted notice of default and acceleration of payment for any alleged
oral modification of the Note. See Hearing, Ex. F. Thus, as a matter of law, Reed is
entitled to partial summary judgment on the Note, even if it was orally modified as
alleged by John.
D. AlA Services' Alleged Oral Modification Would Change Material Terms and
Be Unenforceable Under the Statute of Frauds.
Under Idaho law, agreements that require more than one year to perform must be
in writing. I.C. § 9-505.
Oral modifications that change material terms of an agreement required to be in
writing violate the statute of frauds and are unenforceable. Idaho has also followed the
rule that a party may orally extend time of performance of a contract that is required to be
in writing only if "no other material term is changed." Kelly v. Hodges, 119 Idaho
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872,875,811 P.2d 48 (App. Ct. 1991); see also Foster v. Mutual Saving Association, 602
S.W. 2d 98 (Tex. Civ. App. 1980) (holding than an oral modification of the amount of
installments is unenforceable).

In Kelly, the Idaho Court of Appeals followed the

majority rule that material terms may not be changed:
The authorities examining this issue are not unanimous. Some jurisdictions apply
the general rule that a contract within the statute of frauds cannot be orally
modified, and hold that a parole agreement extending time for performance of
such a contract is unenforceable. However, most of the recent cases addressing
the issue recognize that an oral agreement to substitute the mode or time of
performance of an executory contract required to be in writing is valid and
binding, provided that no other material term is changed and the agreement is
made before the expiration of the written contract. The cases employing this rule
generally draw a distinction between the contract, which the statute of frauds
requires to be in writing, and its performance, to which the statute does not apply.
In our opinion, this latter rule constitutes the better view, allowing the
parties to orally extend the time for performance of their agreements, so long
as no other material term is changed and the agreement is made before the
underlying contract's expiration.
Kelly v. Hodges, 119 Idaho at 875 (internal footnotes and corresponding cases

omitted)(emphasis added).
Here, AlA Services executed the Note, Amended Stock Pledge Agreement, Stock
Restructure Redemption Agreement, and Amended Security Agreement. 7 All of these
agreements required performance for over one year and were required by the statute of
frauds. At his deposition, John testified that the alleged oral agreement resulted in Reed
agreeing to materially change the monthly payments under the Note from the required
$41,250 to $15,000 in cash and the payment of certain other expenses of less than
$10,000 per month (the total of such monthly payments were substantially less than the
$41,250 required by the Note):

7 ALA Services' wholly owned subsidiary ALA Insurance, Inc. was also a party to the Amended
Security Agreement because its commissions and related receivables were pledged to Reed.
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Q. What were the terms of the deal in '03?
A. Terms of the deal in '03 is that the company would dig itself out of the hole,
work together to dig itself out of the hole with Crop USA, rebuild its agency
force. I think I indicated in my affidavit, rebuild its agency force and that we
would likely be able to begin catch-up on the interest as soon as we hit around
thirty million of premium. And that we would again be able to restructure and
begin paying off AlA and this debt as soon as we hit sixty to seventy million in
premium and that was our goal.
Q. Any other terms?

A. We would pay Reed fifteen thousand dollars a month plus continuing
paying for about ten thousand dollars in other expenses during that interim
period ...
Q. Okay. Any other terms?
A. Those are all I recall right now.
Q. So that was the deal between your brother and AlA Services in 2003?
A. Yes.
Cressman Aff., Ex. B, p. 70, 11. 4-25 (emphasis added). Obviously, a reduction from
$41,250 per month in interest payments to approximately $25,000 in monthly interest is a
material change in the terms. See also Hearing, Ex. AJ.
The same holds true with the Amended Stock Pledge Agreement where under
John's alleged oral modification all remaining terms were eliminated (including the
numerous material terms such as a board seat, right to vote the shares, right to financial
information, the right to prevent dividends, etc.). Again in his deposition, John testified
that Reed only retained a security interest in the commissions and the shares of AlA
Insurance and all other terms went away. See Cressman Aff., Ex. A, p. 140,11. 13-25; p.
141,11.1-2.
The only way that AlA Services' alleged modification could have been
enforceable was to be through a written agreement signed by the parties to be bound. It is
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entirely irrelevant whether or not Reed even agreed to the alleged oral modification.
Therefore, the oral modification as alleged by John is unenforceable as a matter of law.

VI. CONCLUSION
For the reasons articulated above, the Court should grant Reed Taylor's Motion
for Partial Summary Judgment.
DATED: This 15th day of November, 2007.
SMITH, CANNON

& BOND PLLC

AHLERS&C~S:~
By.:.
Roderick C. Bond
Ned A. Cannon
Paul R. Cressman, Jr.
Brett M. Hill
Attorneys for Plaintiff
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CERTIFICATE OF SERVICE

I, Roderick C. Bond, declare that, on the date indicated below, I served a true and
correct copy of Reed Taylor's Motion for Partial Summary Judgment on the Promissory
Note, Notice of Hearing, Affidavit of Ernie Dantini with exhibit, and Affidavit of Paul R.
Cressman Jr. with exhibits on the following parties via the methods indicated below:

David A. Gittins
Law Office of David A. Gittins
P.O. Box 191
Clarkston, WA 99403
Attorney for Defendants JoLee Duclos and
Bryan Freeman
Michael E. McNichols
Clements Brown & McNichols
321 13th Street
Lewiston, ID 83501
Attorney for R. John Taylor

Jonathan D. Hally
Clark & Feeney
P.O. Box 285
Lewiston, ID 83501
Attorney for Connie Taylor, James Beck and
Corrine Beck
Gary D. Babbitt
D. John Ashby
Hawley Troxell Ennis & Hawley LLP
877 Main Street, Suite 1000
P.O. Box 1617
Boise, Idaho 83701-1617
Attorneys for AlA Services, AlA Insurance, and
Crop USA Insurance Agency

Via:
( )
( )
( )
( )
(X)

U.S. Mail, Postage Prepaid
Hand Delivered
Overnight Mail
Facsimile
Email (pdf attachment)

Via:
( )
( )
( )
( )
(X)

U.S. Mail, Postage Prepaid
Hand Delivered
Overnight Mail
Facsimile
Email (pdf attachment)

Via:
( )
( )
( )
( )
(X)

U.S. Mail, Postage Prepaid
Hand Delivered
Overnight Mail
Facsimile
Email (pdf attachment)

Via:
( )
( )
( )
( )
(X)

U.S. Mail, Postage Prepaid
Hand Delivered
Overnight Mail
Facsimile
Email (pdf attachment)

Signed this 15 th day of November, 2007, at Lewiston, Idah
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RODERICK C. BOND
NED A. CANNON, ISB #2331
Smith, Csnnon & Bond PLLC
Attorneys for Plaintiff
SD8 Eighth Streot
Lewiston, ID 83501
Telephone: (208) 743-9418
Fax: (20S) 7,46-8421
PAUL R. CRESSMAN. JR., ISB #7563
BRETT M. HILL
Ahlers & Cressman PLLC
Attomeys for Plaintiff
999 Third Avenue, Suite 3100
Seattle. Washington 98104-4088
Telephotl.e: (206) 287-9900
Fax: (206) 287-9902

IN THE DISTRICT COURT OF mE SECOND ruDrCIAL DISTRICT OF TEE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR, a s.ingle person,
Plaintif4

Case No.;

CV-07~00208

v.
AIA SERVrC:eS CORPORATION, an
Idaho corporation; AIA INSURANCE,
INC., an Idaho corporation; R. JOHN
TAYLOR and CONNlE TAYLOR,
individually lUId the community property
comprised thereot; BRYAN FREEMAN.
a single person; JOLEE DUCLOS, a single:
person; CROP USA INSURANCE
AGENCY,lNC" an ldah.o Corporation; and
JAMES BECK and CORRINE BECK.
individually ~d the community property
comprised thereof;

AFFIDAVIT OF ERNIE DANTlNllN
SUPPORT OF MOrXON FOR PARrrAL
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STATE OF WASHINGTON
"v

)
)85.

)

I, Ernie Dantini, being first duly liworn on oath, deposes and says:

I ~ over tlle age of oighteen years, am competeo:t to te.'ltify itl court, and I

1.

am Reed Taylors Accountant I make thls Affidavit based upon my personal knowledge.
I served a.s Reed Taylor's Accountant from 1991 to the present da.t:e. My

2.

offico is cUl't'ently located in Kirkland, Washlngton.

:. Af:l:ached as Exhibit A is a genuine and correct copy of the e-mail that r

3.

received frorii John Taylor on Octobor 7.2005, the subject liue ofwhich J:eads "Reeds

note." A copy ofthc e--mail was attached to my previous Affida.vit. signed on March I,
i.1.

2007, butJho
vorsion of tho a.-maiI attached to that Affidavit did not include the sec:ond
.'
page. As you can 800, tho second page of tho attached e-mail includes only John Taylor's

telephone numbers.
DATED this ~ay ofNovcmber, 2001 at Rirk1ru:J£i, Washington.

Ernie Dantini

SUBSCRIBED AND SWORN to before me this

141i day ofNovcmbor. 2007.

ru~(',n;{~
~ashington

Residing at:, ~/ I
My cornmis'~si.t-on""""cxp""?ircc...:.s-:"7q:'-'1B-::-::-"'~/-I-

,/.
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AFFIDA VIT OF ERNIE DANTINI

Ill/

. ,
,~

"

'

('

•

~~l,,7.:~~.;.;'"oo,,>
To:

c

"ErnleOantini (E niall;"<e8antlnl@yaboQ;corn>

". ,

,.!.

.

: ••.

•

.', "j;~~j-~r~~.~-t

.:~; ~,"' ,., ·!~::~{1iJ/~:;tj~:; ~;~: ~;

.,,""._~_-_=~_ ~. _~=~-_~~.~:". _
,.6[2~r,~-;i;f~;:T.

:::::ct: R~ds note

I will send you' by separate e malls 'elCpected cash.floy."r-eports for AlA:and.Stop;a~'it}n; ,';_.-: ',':P> . .
We need 10,million new crop prlemlum to get l5y t!iis opef.lqa ,and,til:ba abhHo' Qlf ~o
have detailed cash 'flOws Ia,ter this mOhW:bl,Jttl~e.$eane
m)t'l?,~Hlli1e_ss.
,
.
: .. · -x . • '
'

a

.

tQ~~i~~~r~'~~:.~~;j~e~~~~_~~~~it6~~r'b~~~~~tr: , _,;:~~i~~':' . '... '_'JJ~" .

side of.t/1e,tab].e.; We p.Qth1ia\1.~ mQunds of,perSOIli;ll d~t (anQ. l~m ~'fxiuttP.: g,et';;r$!l1t'lpadimg
Qec:ause we have not taken as much out oflhe Company overthela~t1hr.eey.ears..
'

;" :'7 ..

I am wllll~g to explore all opUons, but will need a written proposell:

I propose that we ~nter Into a joint cr~ss agreement.like

"

;.!:

the one wealmbsl dla"tbree;Y~rS~g9:: ;

Alternately: I would like to reverse the 1ransactlonof .10 yearS 's'go. AlA Wouldissue7t;OQO:pref~J[~9:B'$.~~i:es .
to Reed. They would be low par value because we can't book any goodwlll, inlieu of#. ofShClt~S .. '• . '
then w.e could exchangeJor Crop interest .
,
.
' . .
We would then enterinlo a redemption schedule In traunchesover over the nextthree,years.
These are the re/ated.lssues;
1. Manadatory redemption wlU not work, have to book the liability. nohefp toJ/s
2. Security fQr the redemptionm 3. Who redeems?Cropl)1SA may be better one
4. Cropusa eXChange (l9h!
'
.
'5. How to payoff the GGMIT debt by year end
6. Redeem Donna first?
7 If.Reed wants all the accrued .Interest, lneed back salary adju$~ITI:efit
, to my orglnal c9ntract.amoul']t. .
'
..
'
. ., .
8 Plan to get the remaining C snares out of 401k,whfch Reed ?hal are biggest owp~j':s,,:
9. Suggest a redemption scheduh~'based 'on Gross Crop sales.- it isa common be!li~f that
Reed, through Jay, Is CQmp~tingwlthCiop~mddlsruptln~' s,;iileseffortl?:i

:'.:":,:

, "

:,. ' ',.~'

.

<,C;, .
'2'-",

You need to be aware:;

1. change .In

' "

'."

.. '

'"

:'

"

"

:. ,',

.,
(

con;~rglves 'the aSSOClaliQn$an{jijt9f;GGMjf,~~dJAS,t.;;Wf;1:'~:;;\~ '~' .'.

2. Any default w,1! fr~ezeup all money.~6 ·~e~,J:)~l)r~~{~~;4t~~1ymW '" \,t,!~Ji1I:L

GGM1T debt Is.pald. Alot ofthl~ : $ date!?b~cklo:Unlverse·5!'(n,M!R! . ' .... : . ..
also relates 10 advances.from th~tl:ust :forfees and corhnils$iqrj$lliyear;.
3. 'AlA cannot run without Bryan arld Ktm, cause they keep th~: oltl 'tn:..stmark
rating and billingi,system going on the old AS 400 . its a dlnasour, but needed yet.
4. AlA could skinn¥.,down expenses more, but alot of the expenses are being assumed
crop, so there$ not a lot of room to reduce costs faster than the reve.nueswJII

~.

major ovvner t;lf the' brdkerage
notbe,able to keep any them nn.. nn,:>rn.
7. I donotwant t(jliv~ln'Kahsas

AFFIDA VIT OF ERNIE DANTINI

~

" ~:

.

' ,' ';..,. ; : . '

,, ~

-:

it.

yahoo! Mail- e~tini@yahoo.com
call me 208 743 7536 or 208476 7BJa..

DAN 0211
http://us.f312.mail.yahoo.comlymiShowLetter?box=Inbox&MsgId=8632Y681583~15005...
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RODERICK C. BOND
NED A. CANNON, ISB #2331
Smith, Cannon & Bond PLLC
Attorneys for Plaintiff
508 Eighth Street
Lewiston, ID 83501
Telephone: (208) 743-9428
Fax: (208) 746-8421
PAUL R. CRESSMAN, JR., ISB #7563
BRETT M. HILL
Ahlers & Cressman PLLC
Attorneys for Plaintiff
999 Third Avenue, Suite 3100
Seattle, Washington 98104-4088
Telephone: (206) 287-9900
Fax: (206) 287-9902
IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR, a single person,
Plaintiff,

Case No.: CV-07-00208

v.
AIA SERVICES CORPORATION, an
Idaho corporation; AIA INSURANCE,
INC., an Idaho corporation; R. JOHN
TAYLOR and CONNIE TAYLOR,
individually and the community property
comprised thereof; BRYAN FREEMAN,
a single person; JOLEE DUCLOS, a single
person; CROP USA INSURANCE
AGENCY, INC., an Idaho Corporation; and
JAMES BECK and CORRINE BECK,
individually and the community property
comprised thereof;

AFFIDAVIT OF PAUL R. CRESSMAN, JR.
IN SUPPORT OF MOTION FOR PARTIAL
SUMMARY JUDGMENT ON THE
PROMISSORY NOTE

Defendants.

AFFIDAVIT OF PAUL R. CRESSMAN, JR. -1
74881.1 (#100021.1)
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STATE OF WASHINGTON
COUNTY OF KlNG

)
)ss.
)

I, Paul R. Cressman, Jr., being first duly sworn on oath, deposes and says:

1.

I am over the age of eighteen years, am competent to testify in court, and

have personal knowledge of the matters contained in this Affidavit.
Attached as Exhibit A are relevant portions of the IRCP (30)(b )(6)

2.

deposition ofR. John Taylor taken on August 29,2007.

3.

Attached as Exhibit B are relevant portions of the March 1, 2007

Preliminary Injunction Hearing transcript.
DATED this

~::;:;November, 2007 at

Se'..:6I:tr

, Washington.

,
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EXHIBIT A

AFFIDA VrT OF PAUL R. CRESSMAN, JR.
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IN THE DISTRICT COURT OF THE SECOND
JUDICIAL DISTRICT OF THE STATE OF IDAHO,
IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR,a single
person,

Case No. CV-07-00208

Plaintiff,
vs
AlA SERVICES CORPORATION, an
Idaho corporation; AlA
INSURANCE, INC., an Idaho
corporation; R. JOHN TAYLOR
and CONNIE TAYLOR,
individually and the community
property comprised thereof;
BRYAN FREEMAN, a single
personi and JOLEE DUCLOS, a
single person;

Defendants.

Taken at 508 Eighth Street
Lewiston, Idaho
Wednesday, August 29, 2007 - 9:03 a.m.

D E P 0 SIT ION

RECEiVED
OF
R. JOHN TAYLOR

Clearwater r~ep,Q11in", of
Washillgto

(gOO) 247-2748

&"MJ1W?1YIT OF PAUL R. CRESSMAN, JR. (208) 743-2748

SEP 05 2007
SMITH, CANNON
& BOND PLLC

Lewiston, Idaho 8350 I
email: clearwaterrcporting@elearwirc.net
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WEDNESDA Y, AUGUST 29, 2007 - 9:03 A.M.
1
Thereupon,
2
R. JOHN TAYLOR,
3
a witness of lawful age, having first been duly sworn
4
upon his oath to tell the truth, the whole truth and
5
nothing but the truth, testified as follows:
6
EXAM INA TJON
7
BY MR. CRESSMAN:
8
Q. Would you state your name and residence
9
address, please?
10
A. John Taylor, 2020 Broadview Drive -I1
THE REPORTER: I'm sorry, 2020....
12
A. Broadview Drive, Lewiston, Idaho.
]3
MR. CRESSMAN: Let's mark this as the first
14
exhibit.
15
EXHIBITS:
]6
(Deposition Exhibit No.1 marked for
17
identification.)
18
Q. (BY MR. CRESSMAN) Mr. Taylor, I'm handing YOJ]9
the second amended notice of deposition IRCP 30(b)(6)
20
deposition to AlA Services Corporation and AlA
21
Insurance, Inc. Are you the designated deponent for
22
this deposition?
23
A. Yes.
24
Q. What is your educational background, sir?
25

A. (Witness shakes head.)
Q. Okay. Have you ever been licensed as a
certified public accountant?
A. No.
Q. Have you ever held yourself out as a celiified
public accountant?
A. No.
Q. Provide me your employment history, if you
would, please?
A. I have worked for A[A Insurance since 19,
November of 1976, r believe. Prior to that?
Q. If that's your history, just -- I asked -- so
you hadn't had any employment before November 197611
A. No. I was a college student, an outfitter and
guide and was in the Air Force, Air National Guard.
Q. And what were your roles at AlA Insurance?
A. I have had various positions including
secretary, treasurer, vice president, president,
chai rman of the board.
Q. When were you the secretary?
A. In the late '70s.
Q. And what were your duties as the secretary?
A. To, as officer of the corporation, I was just
acting secretary of the corporation.
Q. Okay. No other duties as secretary? What

Page 7

A. I graduated from college in 1972 with a degree
ill
accounting
and minor a history.
2
THE REPORTER: I'm sorry, and what?
4
A. A minor in history.
Q. (BY MR. CRESSMAN) And what college, sir?
5
6
A. Brigham Young University, in Provo, Utah.
7
THE REPORTER: I'm sorry, r can't hear you.
8
A. Brigham Young University in Provo, Utah.
9
THE REPORTER: Thank you.
10
Q. (BY MR. CRESSMAN) Is that it, that's your
11 education history?
12
A. I also graduated fi'om Washington and Lee
13 University in Lexington, Virginia in 1976 with a 10
J 4 degree.
15
Q. Any other education?
16
A. No.
17
Q. What professional licenses do you hold?
18
A. I'm a member of the Idaho State Bar.
19
Q. Any others?
20
A. No.
21
Q. Have you ever held any professional licenses
22 other than your bar?
A. Yes. I used to be an outfitter and have an
23
24 outfitter's license.
25
Q. Okay. No others?
I

Page 9

1 duties did you have as treasurer?
2
A. Treasury fUllctions of the company.
3
Q. I'm sorry, I didn't hear you.
4
A. The treasury functions of the company.
5
Q. What are those?
A. Budgeting, cash receipts and disbursements.
6
7
Q. Any others?
A. No.
8
9
Q. As vice president, what were your duties?
10
A. I was chief administrative officer of the
11 company.
12
Q. What duties were entailed as being chief
13 administrative officer?
14
A. Contacts and relationships with insurance
15 companies and associations, agencies, and other duties
16 as the chief operating officer of the company.
17
Q. What other duties?
18
A. Administration, direction.
19
Q. That's it?
20
A. Uh-huh.
21
Q. Okay. When you were the vice president?
22
A. I think I was probably vice president in the
23 '80s.
24
Q. In the '80s?
25
A. Uh-huh.
3 (Pages 6 to 9)

Clearwater Reporting of
(800) 247-2748
Washingto &d~~Ibxl.JIT OF PAUL R. CRESSMAN, JR. (208) 743-2748

Lewiston, Idaho 8350 I
email: clearwater_reporting@clearwire.net
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A. No comment.
Q. You're not going to answer whether you provide(

your brother with Crop USA's business plans?
A. Without Crop USA's attorneys here, I'm not
answering anything about Crop USA.
Q. Okay. Why did -- I understand you did, sir.
Why did you provide Crop USA's business plans to you
brother?
MR. BABBITT: Object to the form of the
question.
MR. CRESSMAN: You may answer.
A. No, I told you I'm not going to.
Q. (BY MR. CRESSMAN) Okay.
A. Without my counsel here, I won't answer
anything about Crop USA.
Q. Well, you have counsel here for, your personal
counsel, correct?
A. I do.
Q. And you have counsel for AlA Services and AlA
Insurance here representi ng you, correct?
A. Yes.
Q. Has Crop USA retained counsel for this lawsuit?
A. We're not a party to the lawsuit yet, are we?
Q. Can you answer my question, has Crop USA
retained counsel for the purposes of this lawsuit?
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Q. (BY MR. CRESSMAN) Please continue.
A. Until we're financially able to pay him.
Q. And that included financially able by Crop USA
to pay him, correct?
A. Not necessarily, but remember my testimony
before was, our goal was to rebuild the agency force of
AlA and Crop USA.
Q. And when certain levels of gross premiums were
reached, Mr. Taylor was going to receive interest,
accrued interest and principal, correct?
A. That was our intent.
Q. And it's with that line of, based on your
previous testimony both by way of affidavit and in court
that I wish to inquire about this document.
A. That's nice, but no deal.
Q. Okay. You said it -- you referenced the intent
was to do certain things to repay Reed. Was that the
intent or was that the agreement?
A. You'll have to restate the question.
Q. You mentioned the intent was to repay Reed when
it was financially possible. Was that the intent or was
that the agreement?
MR. McNICHOLS: Object to the form.
MR. CRESSMAN: You may answer.
MR. BABBITT: Join in the objection.
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page twenty-eight?
A. No comment.
Q. Do you know who did prepare it?
A. No comment.
Q. Do you know how it was prepared?
A. No comment.
Q. Do I take it, your "no comments" are you
refusing to answer, correct?
A. I refuse to answer all questions on Crop USA
documents until I have counsel present specifically for
Crop USA.
Q. Do I understand correctly that it's your
contention that you orally moditied your arrangement
with your brother that interest and principal was to be
repaid upon Crop USA achieving certain financial
results?
A. I think I've stated clearly, my contention is
that we've orally modified the agreement to Reed
extending the payments.
Q. Based upon financial results -MR. McNICHOLS: Now, you interrupted his
answer, Counsel. You have to permit him to complete hi~
answer.
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A. I've always worked my butt off in order to make
sure that AlA Services Corporation will be able to pay
Reed off.
Q. (BY MR. CRESSMAN) Did you have an agreemw
with your brother that based upon AlA and Crop USA
achieving certain revenue indicators or reaching certain
revenues that your brother would be repaid interest, and
upon reaching certain revenue figures, he would be
repaid principal of his loan?
MR. McNICHOLS: Object to the form, you may
answer.
MR. BABBITT: Join.
A. We've always intended and indicated to Reed
that we would be able to pay his interest and principal
once the companies were economically viable again.
Q. (BY MR. CRESSMAN) Was that an agreement witl
your brother, Reed Taylor?
A. Yes.
Q. And where was that agreement reached?
A. Outside my offices.
Q. When?
A. March of2003.
Q. And your brother agreed to that?
A. Yes, he did.
Q. What would happen if they didn't reach
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1 revenues?
MR. McNICHOLS: Object to the form.
2
3
MR. BABBIIT: Objection.
Q. (BY MR. CRESSMAN) Based on your agreement
4
5 your brother?
6
A. He would have the same rights and privileges he
7 had at that time.
8
Q. Okay. When would he be entitled to be paid
9 under such circumstances -10
MR. McNICHOLS: Object to the form.
11
MR. BABBIIT: Object to the form.
12
Q. (BY MR. CRESSMAN) -- based on your agreement
13 with him')
A. When the companies were economically viable.
14
Q. What does "economically viable" mean?
15
A. And able to borrow the amount of money to pay
16
17 Reed off.
Q. Okay. So, is it your testimony that your
18
19 agreement with Reed was, he would be repaid accrued
20 interest and principal when the companies were able to
21 borrow sufficient funds to pay him off?
22
A. A combination of borrow or current assets, yes.
23
Q. That was your agreement with your brother?
24
A. Yes.
25
Q. And what, what did he get for that agreement?
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1
A. Not in a formal way.
2
Q. Was it ever in an informal way?
3
A. I don't believe so.
4
Q. Okay. Was it ever presented to the board of
5 Crop USA?
6
A. I can't answer that.
7
Q. You will-- you're refusing to answer that?
8
A. Yes.
9
Q. Okay. Was it ever presented to any
10 shareholders of Crop USA?
11
A. Oh, yeah, I'm sure that all the shareholders
12 knew about it.
13
Q. Okay. Who knew about it?
14
A. The major shareholders.
15
Q. Can you identify those, please?
16
A. Cashman, Jim Beck, Randy Lamberjack, Adrien
17 Johnson, Jo1ee Duclos, Bryan Freeman, our accounting
18 department.
19
Q. And how did, how did Mike Cashman learn of
20 this?
21
A. Because we began paying Reed the fifteen
22 thousand cash per month in March of2003 and have do
23 so continuously since.
24
Q. Did he learn of it any other way other than
25 knowing what you paid Reed?
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A. He got a reinstatement of a fifteen -- about
twenty-five thousand dollars a month in payments.
Q. Fifteen thousand a month, plus paying for his
pilot and ranch hand?
A. Yes.
Q. All right Was that occurring before?
MR. McNICHOLS: I didn't hear your question.
Q. (BY MR. CRESSMAN) Was that occurring
the agreement was made?
A. Not on a scheduled basis, no.
Q. Did he receive anything else?
A. No.
Q. No?
A. I don't recall.
Q. Well, did he receive anything else other than
payment for his ranch hand and his pilot and fifteen
thousand a month?
MR. McNICHOLS: Object to the form, asked and
answered.
MR. BABBITT: Join in the objection.
A. I don't recall right now.
Q. (BY MR. CRESSMAN) Was this agreement ever
presented to the board of directors of AlA Services?
A. You know, I don't think so.
Q. Was it presented to the board of AlA Insurance?
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A. You know, I don't know that I can -- I don't
recall.
Q. Did you provide Mike Cashman with any other
terms of the arrangement or agreement that you made w'
your brother in March of '03?
A. I don't think so.
Q. When did Mike Cashman learn that you were
paying your brother fifteen thousand dollars a month on
his note?
A. I don't know that.
Q. How did Jim Beck learn of this arrangement,
this modification in March of '03 with your brother,
that you made with your brother?
A. By our payments to Reed.
Q. Okay. How did he learn of the payments to
Reed?
A. I don't recall that.
Q. How did Mike Cashman learn ofthe payments to
Reed?
A. I can't speculate how they found out.
Q. Do you know for a fact that they knew the
payments to Reed?
A. I know that they knew about them, yes.
Q. How do you know that they knew of the paym
to your brother?
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A. Because we've had discussions about this issue
extensively over the last five years.
Q. Okay. Describe the extensive discussions
you've had with Mike Cashman?
A. I don't know, I don't know how to answer that.
Q. Just tell me about these discussions that you
had with him.
A. I speak with the major shareholders of the
company periodically.
Q. What extensive discussions did you have with
Mike Cashman?
A. r've had lots of extensive discussions with
Mike Cashman.
Q. Okay. About your, the modification of your
brother's transaction in March of'03, correct?
A. I have explained that to them.
Q. Have you had extensive discussions with Mike
Cashman about the modification of your brother's
arrangement in March of'03?
A. Yes.
Q. Okay. Describe those extensive discussions.
A. I would explain to Mike or reiterate to Mike
what the modifications were.
Q. Tell me what you told Mike.
A. I told Mike and the other shareholders that we
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1
Q. Where were you located when you had those
2 discussions with Mr. Cashman?
3
A. Various locations.
4
Q. Where?
5
A. Wherever the members met.
6
Q. Do you recall where you were when you told him
7 what you just testified to?
8
A. No.
9
Q. Were you in person or were you over the
]0 telephone or some other way?
11
A. I believe we've had discussions in person and
12 by telephone.
13
Q. Do you recall where you were in person when you
14 had these discussions?
15
A. I don't know, it would be either Minneapolis,
16 Kansas City or Lewiston.
17
Q. Have you had discussions in all three cities as
18 to what you testified to?
19
A. Probably.
20
Q. Have you had discussions over the telephone')
A. Yes.
21
22
Q. Okay. Did Mr. Cashman understand that you had
23 told your brother that you were going to pay him out of
24 revenues from Crop USA?
25
MR. McNICHOLS: Object to the form.
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were beginning, we will begin paying Reed fifteen
1
thousand dollars per month, cash, that we would continue 2
.,
.)
.)
paying his pilot, ranch hands and miscellaneous
4
4 expenses, and that we would pay off the note when we
5
5 were financially able to do that.
6
Q. Have you told Mike, did you tell Mike anything
6
7
7 else other than what you just testified to?
A. I may have, but I don't recall right now.
8
8
Q. When did you tell Mike this information?
9
9
10
A. I don't recall the date.
10
II
11
Q. Do you recall the year?
12
A. Between 2003, after 2003 or during 2003. I
12
13
13 don't recall.
Q. How many times have you had this discussion
14
14
15
15 with Mr. Cashman?
16
16
A. I would say several times.
17
Q. How many?
17
18
18
A. More than two.
Q. Where were you when you -- can you identify
19
19
20 where you were when you had these discussions with hilT 720
21
21
A. We meet, I meet with the these people on a
22
22 regular basis, usually quarterly.
23
23
Q. SO, when did you have these discussions with
24 Mr. Cashman that you've just testified to?
24
25
25
A. I couldn't tell you the exact dates.
1
2

')

MR. BABBITT: Objection to the form ofthe
question.
MR. CRESSMAN: You may answer.
A. Whenever the companies were viable, we would
pay the note.
Q. (BY MR. CRESSMAN) What companies were yc u
referring to?
A. Both Crop USA and AlA.
Q. And what do you mean when they were viable?
MR. BABBITT: Asked and answered.
A. When they had the ability to pay it.
Q. (BY MR. CRESSMAN) I'm sorry, I didn't hear
you.
A. When they had the ability to pay the note.
Q. And how do you define when they would have the
ability to pay the note?
A. When they had sufficient assets or borrowing
power to do so.
Q. What did you tell Jim Beck as to your
modification with your brother in March of'03?
A. I had the same discussions usually at the same
time with Mr. Beck.
Q. Did you have any separate discussions with Mr.
Beck?
A. I may have, but I don't recall any
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plans?
A. Yes.
Q. And those business plans are provided to who?
A. The intended audience.
Q. Okay. Who's that?
A. It may be an investment banker, may be an agent
or whoever.
Q. Okay. Do you provide them to banks?
A. To banks, I don't believe so.
Q. Do you provide them to lenders?
A. Sure.
MR. BABBITT: Object to the form of the
question.
A. Yes.
Q. (BY MR. CRESSMAN) Whenyou--whenAIA
guarantees a loan to Crop USA in October of'06, did yo
provide a business plan to that lender?
A. Relative to, are you saying did AlA provide a
business plan to that lender?
Q. Yes.
A. I don't believe so.
Q. Did Crop USA provide a business plan?
A. Yes.
Q. Did that business plan reflect, that was
provided by Crop USA, did that reflect any obligations
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minutes?
2
A. I don't believe so.
3
Q. Is there any writing that addresses this
4 alleged oral agreement?
5
A. Yes.
6
Q. What, what document?
7
A. Payments every month.
8
Q. Okay. Other than payments every month, is
9 there a document?
l O A . I don't recall any others right now.
1I
THE REPORTER: I'm sorry?
12
A. I don't recall any others right now.
13
Q. (BY MR. CRESSMAN) Is it your testimony that
14 your brother's obi igation was not to be repaid by Crop
15 USA in any way, shape, or form?
16
MR. McNICHOLS: Object to the form.
17
MR. BABBITT: Object to form.
18
MR. CRESSMAN: Did you get the answer?
19
THE REPORTER: No, I didn't hear one.
20
A. I believe that's been my testimony, yes.
21
Q. (BY MR. CRESSMAN) And so, r assume it's
22 to say that any obligation to your brother is not
23 reflected on any Crop USA financial statements?
24
A. That's true.
Q. Was the modification to your brother reflected
25
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of Crop USA to Reed Taylor?
2
A. It did not.
3
Q. Vv11Y not?
4
MR. BABBITT: I object to the fonn of the
5 question.
6
A. Crop USA has no obligation to Reed Taylor.
7
Q. (BY MR. CRESSMAN) Okay. What documents
8 provided to the lender of this fifteen million dollar
9 line of credit?
l O A . There were extensive documents provided to
II them.
12
Q. Do you have a copy of those that were provided?
13
A. I'm sure we do.
14
Q. Where would those be located?
15
A. At the office of Crop USA or AlA Insurance,
16 depending on who was providing those. Excuse me, I need
17 to take a little break.
18
(Wllereupon, the deposition was in recess and
19 subsequently reconvened; and the following proceedings
20 were had and entered of record:)
21
Q. (BY MR. CRESSMAN) Mr. Taylor, was your c
22 March '03 oral modification with your brother ever
23 memorialized in a board resolution?
24
A. I don't believe so.
25
Q. Was it ever memorialized in any board meeting
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A. Not on AlA Insurance because of the obligations
of AlA Services Corp, but we've had -- I would doubt
that we've issued any statements since then.
Q. What do you mean? You -- did not AlA Service
issue financial statements after March of '03?
A. Yeah, and the note is reflected on there.
Q. But is the modification, alleged modification
of March '03, reflected on those financial statements?
A. They would not be.
Q. And why not?
A. Because the terms of the note are not reflected
in financial statements, only the balance.
Q. If Crop USA, as you've testified, was not
obligated to pay Reed Taylor's obligation, where would
the money to pay Reed come from?
A. r don't believe I testified to that.
Q. Okay. So is the money to repay your brother'S
note to come from Crop USA?
MR. McNICHOLS: Object to the form.
MR. BABBITT: Object to the form.
Q. (BY MR. CRESSMAN) Based on your oral
modification in March of'03?
MR. McNICHOLS: Object to the form.
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I
A. I don't believe I said that.
Q. (BY MR. CRESSMAN) What did you say then, Sl 2
.)
I'm clear?
4
A. I said that the obligation is AlA Services
5
Corporation and that would be paid when the companies
6
are economically viable.
7
Q. And the companies meaning what companies?
8
A. ALA Services and Crop USA.
Q. Okay. But no money would come from Crop USA i? 9
10
A. I don't think I said that.
11
Q. Would money come from Crop USA?
12
A. It would be speculative to -13
THE REPORTER: I'm sorry?
14
A. It mayor may not.
Q. (BY MR. CRESSMAN) Did you tell your brother 15
that money would or would not come from Crop USA to 16
17
repay his obligation?
18
MR. McNICHOLS: Object to the form.
19
MR. BABBITT: Join in the objection.
20
A. I don't recall saying that.
Q. (BY MR. CRESSMAN) Did you tell your brother 21
that when revenues reached a certain level for Crop USA 22
23
and AlA Services, his obligation would be repaid?
24
A. Yes.
25
Q. SO, and as those revenues, those included
')
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A. I don't think so.

Q. Did you prepare prospectuses for AlA Insurance
after March of'03?
A. r don't recall any.
Q. Did you prepare any prospectuses for AlA
Services after March of'03?
A. No, I don't believe so.
Q. Did you seek investors for AlA Services after
March of'03?
A. I don't recall.
Q. You don't recall seeking investors for AlA
Services after March of '03?
A. (Witness shakes head.)
Q. Did you discuss investing in AlA Services
Corporation with anyone after March of'03?
A. I may have. r don't know.
Q. Did you advise Alan Coalson of the oral
modification in March of '03 with your brother?
A. You know, 1-- r believe I would have.
Q. Did you?
A. I don't know that.
Q. I beg your pardon?
A. I don't know that.
Q. Okay. You don't recall doing so?
A. No.
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revenues Crop USA, correct?
A. Yes, they did.
Q. Okay. But, and am I also correct that that
arrangement is not reflected on any financial statements
of Crop USA?
A. Correct.
Q. And, it's not reflected on any prospectuses
prepared for Crop USA?
A. I don't believe so.
Q. And it's not reflected on any Al prospectuses
prepared for Crop USA?
A. Well, I don't think so.
Q. Now, did -- is this, your modification with
your brother in March of'03, is it reflected on any
business plans of AlA?
A. AlA, Inc., or AlA Services?
Q. AlA, Inc., first, AlA Insurance, Inc.?
A. I would doubt it.
Q. Is it reflected on any business plans for AlA
Services Corporation?
A. I don't know that. I don't know that any
exist.
Q. Okay. Did you -- okay. Did you not -- did you
prepare business plans for AlA Insurance after March
2003?
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Q. Did you seek tax advice from Mr. Coalson in
connection with the oral modification with your brother
in March of'03?
A. No, I wouldn't have had anything.
Q. You what?
A. There would have been no tax advice.
Q. There wouldn't be any tax effect on -A. I would not have sought advice of that type.
Q. Why not?
A. Because there would be no -- I would think
there would be no tax effect for this modification.
Q. Let me make sure I understand it. Is it your
testimony that any funds to repay your brother would
come from Crop USA?
MR. McNICHOLS: Object to the form -MR. BABBITT: Object to the form-MR. McNICHOLS: -- asked and answered.
MR. BABBITT: -- asked and answered.
A. I never said that.
Q. (BY MR. CRESSMAN) Iffunds were to come frolT
Crop USA, wouldn't tax advice be appropriate?
MR. McNICHOLS: Object to the form, calls for
speculation.
MR. BABBITT: Join in the objection.
A. I would think so, yes.
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Q. (BY MR. CRESSMAN) What did you mean when you
said about thirty-five million in your testimony?
A. About means about. Until we actually achieve
the results, you don't know if our excess cash flow will
be at thirty-five million or thirty-four or thirty-six,
but my estimate was around thirty-five million.
Q. What did you mean when you said break-even
status?
A. At break-even status where the company had a
positive or a no loss, no gain on its income statements,
the companies.
Q. SO when the companies, plural, meaning Crop USA
and AlA Insurance had a positive net income-A. Yes.
Q. -- you'd stali repaying the interest?
A. Uh-huh.
Q. Okay. Have the companies achieved that at this
point in time?
MR. BABBJ1T: I object to the form of the
question and move to strike. That misstates paragraph
sixteen. Counsel said repay the interest, the paragraph
sixteen says restructure and redeem the note.
MR. CRESSMAN: It says begin catching up on
accrued interest payments.
MR. McNICHOLS: Object to the form, it says,
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Q. No?
A. No.
Q. Okay. When you say could begin catching up on
accrued interest payments, what did you mean?
A. I estimated at thirty-five million total
6 premiums, that they would begin throwing off excess
7 cash, we could, didn't have to, or begin catching up on
8 the interest.
9
Q. Okay. So your agreement with your brother,
10 then, was when there was a positive net income in these
1 I two companies, you could, but didn't have to, stmi
12 repaying accrued interest, is that what your agreement
13 with your brother was in March of '03?
14
A. I think that this paragraph sixteen states what
15 the agreement was.
16
MR. CRESSMAN: Would you read the question b
17 for the witness, please?
18
(Whereupon, the cOUli repOlier read back the
19 previous question.)
20
A. Yes. Essentially that we would begin paying
21 back interest about March of'O -- when we hit
22 thiliy-five million that we would have enough ability to
23 begin retirement based upon some kind of restructure in
24 2008 or '9, when we hit sixty million.
25
MR. CRESSMAN: Okay. Move to strike as

2
3
4
5
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I could begin.
2
Q. (BY MR. CRESSMAN) Explain to me when -3 you said break-even status, sir, you were referring to
4 the net income of both companies, AlA Insurance and
5 USA being positive, correct?
6
A. Yes, sir.
7
Q. And has that occurred?
8
A. No.
Q. Okay. The companies have -- which company has
9
10 not had a net income?
II
A. AlA has a net income year-to-date or it will
12 have a net income this year, AlA Services, and Crop will
13 be close.
14
Q. Okay. Did, did AlA -- were you referring to
IS AlA Services, or were you referring to AlA Insurance
16 here?
17
A. Services.
18
Q. Okay. Did AlA Services have a net income,
19 positive net income in 2006?
20
A. I don't recall.
21
Q. I beg your pardon?
22
A. I don't recall.
Q. Did Crop USA have a positive net income in
23
24 2006?
25
A. Oh, no.
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nonresponsive. Would you please read him back the
question again? My question was relating to the
interest, sir. Would you read the question again,
please?
THE REPORTER: Sure.
6
(Whereupon, the court reporter read back the
7 previous question.)
8
A. I think my agreement, r would indicate again,
9 that the agreement with my brother was that we would
10 begin or be able to pay him off when both companies
II financially able to do so.
MR. CRESSMAN: Move to strike as nonrespons'
12
13 My question, sir, refers to your testimony in paragraph
14 sixteen of Exhibit 24. And I would ask that you read
15 the question back to him, please.
(Whereupon, the court reporter read back the
16
17 previous question.)
18
MR. McNICHOLS: Objection, asked and
19
MR. BABBITT: Objection, asked and answered,
20 argumentative, Counsel.
21
MR. CRESSMAN: Go ahead and answer, please.
22
A. When the plan achieved break-even status of
23 about thiliy-five million in new business placements,
24 the companies could begin catching up on interest
25 payments. When the companies achieved sixty million'
2
3
4
5
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I

to him, please?
1
MR. BABBITT: Join in the objection.
A. Yeah, I think that he still had a secured
(Whereupon, the court repOlier read back the
2
3 previous question and answer.)
3 interest in the stock of AlA.
A. That's my answer again.
4
4
Q. (BY MR. CRESSMAN) And in the commissions'
A. Yes.
5
Q. (BY MR. CRESSMAN) So, were there any termi::; 5
6 other than what's reflected in Exhibit 24 to your
6
Q. SO those terms remained?
A. They were not discussed, but I would assume
7 agreement with your brother after your March 2003
7
8 they would remain.
8 modification?
A. I believe my affidavit reflects our agreement.
9
9
Q. Okay. And you're aware, are you not, that
10
Q. Were there any other terms other than what's
10 your, your office filed an extension of the UCC-I
11 contained in your affidavit?
II financing statement after March of '03?
12
A. I don't recall any other.
A. Am I aware of what?
12
13
Q. And when you refer to companies, you're
13
Q. Strike the question.
14 referring to both, for the revenue issues and the new
14
Were there any other terms that remained in
15 business, you're referring to AlA Insurance and Crop
15 addition to the security terms, or did they all go away?
A. I don't remember of any others.
16 USA, correct?
16
17
A. Yes.
17
Q. Okay.
18
Q. SO, did Crop USA agree to pay Reed out of its
18
A. I believe the rest....
19 revenues?
19
Q. The what?
20
A. No.
20
A. I believe it was essentially gone.
21
Q. Why then was the revenue -- why did you refer 21
Q. Okay. Your brother agreed to have all the
22 to both companies then?
22 other terms go away?
23
A. Because Crop USA would help facilitate the
23
MR. BABBITT: Objection, asked and answered.
24
24 payment by AlA Services to Reed in some manner.
MR. TAYLOR: I think I've answered that.
25
Q. How would that, how would the facilitation take 25
MR. CRESSMAN: Answer it again if you've

2
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place?
1 already answered it.
2
A. We have always, I have always contemplated the
A. Essentially they all went away.
two companies would be merged back together.
3
Q. (BY MR. CRESSMAN) Did he agree to that, sir?
Q. And if they were merged back together, wouldn't
A. I believe he did.
4
Crop revenues be used to pay your brother?
5
MR. McNICHOLS: Objection, asked and answered.
MR. McNICHOLS: Object to the form of the
6
Q. (BY MR. CRESSMAN) Why would he agree to that~
question on the grounds that it's argumentative and
7
MR. BABBITT: Objection.
misleading.
8
MR. McNICHOLS: Objection, calls for pure
MR. BABBITT: And calls for a legal conclusion.
9 speCUlation.
MR. CRESSMAN: You may answer.
10
Q. (BY MR. CRESSMAN) If you know.
A. That would be a possibility, yes.
II
MR. McNICHOLS: No. The question was, why
Q. (BY MR. CRESSMAN) Did your agreement with Reee 12 would he, not why did he.
contemplate what his rights would be in the event AlA
13
MR. CRESSMAN: The question stands.
Services did not pay the fifteen thousand dollars per
A. I have no idea.
14
15
MR. McNICHOLS: The objection stands.
month?
MR. BABBITT: Objection.
A.] don't think we addressed that specifically at
16
17
that ti me.
Q. (BY MR. CRESSMAN) Is there any reasonable
Q. Was it not discussed?
18 basis for him to agree to that, sir?
A. I said we didn't address it.
19
MR. McNICHOLS: Objection, argumentative.
Q. Okay. Did your agreement contemplate that your
20
MR. BABBITT: Objection, argumentative.
brother would maintain a security interest, the security
A. I don't know how to answer that.
21
22
interest that he previously had by virtue of the
Q. (BY MR. CRESSMAN) If you were him, would you
23 agree to that?
modified agreement in July of2006?
24
MR. McNICHOLS: Object to the form, it's asked
MR. McNICHOLS: Objection, speCUlation.
MR. BABBITT: Objection, argumentative.
and answered.
25
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A. Could have.
Q. (BY MR. CRESSMAN) Was Reed -- how was Reed in
a better position after this alleged modification in
March of '03 than before?
MR. BABBITT: Objection, calls for speculation.
Ask your client how better off he is.
MR. CRESSMAN: You may answer.
A. You'll have to ask him.
Q. (BY MR. CRESSMAN) Do you believe that your
brother was in a better position after the modification
than before?
MR. BABBITT: Objection, asked previously;
second time, Counsel.
A. Yes, I do.
Q. (BY MR. CRESSMAN) And which way, in your mind
how was he better off?
A. Because he was getting the benefit of
twenty-five thousand dollars a month instead of a lesser
amount, and he had the opportunity to sell crop
insurance, which he had not before.
Q. Okay. Is that a term of the modification in
March of'03 that he had the ability to sell crop
insurance?
A. I didn't say that.
Q. Okay. So that was -- was or was not his
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the event of a default?
MR. McNICHOLS: Objection, calls for a legal
conclusion.
MR. BABBITT: Join in the objection.
A. I don't know.
Q. (BY MR. CRESSMAN) You don't know?
A. Huh-uh.
Q. Did he or did he not have any remedies in your,
based on your March 2003 modification in the event of a
default?
MR. McNICHOLS: Objection, third time asked ani
answered.
MR. BABBITT: Third time asked and answered,
objection, vague and ambiguous, calls for a legal
conclusion.
MR. CRESSMAN: You may answer.
A. I don't know.
Q. (BY MR. CRESSMAN) Did you discuss remedie.
with your brother in the event of default as part of
your March 2003 modification?
MR. BABBITT: Asked and answered, objection.
A. I would imagine we did.
Q. (BY MR. CRESSMAN) What did you discuss wilh
him?
A. That he would have a security interest in AlA,
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ability to sell crop insurance part of the March 2003
modification?
A. That certainly resulted from our discussions.
Q. Can you answer my question?
A. It was not a specific term, no.
Q. Okay. Any other ways in your view that he was
better off as a result of the March 2003 modification?
A. Yeah, because I continued to manage the
companies.
Q. Any other reason?
A. That's about alii can think of.
Q. Based on this, the March 2003 modification, in
the event of a default by AlA Services, what were your
brother's remedies?
MR. McNICHOLS: Object to the form, calls for a
legal conclusion.
MR. BABBITT: Join in the objection, calls for
speculation.
A. I don't know.
Q. (BY MR. CRESSMAN) Did he have any remedies?
MR. McNICHOLS: Object to the form.
MR. BABBITT: Objection, calls for a legal
conclusion.
A. Yes.
Q. (BY MR. CRESSMAN) What remedies did he have in
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continue to have security interest in AlA.
Q. Anything else that you discussed in terms of
his remedies?
A. I don't recall at that time.
Q. When would he be entitled to realize on that
security interest?
MR. McNICHOLS: Objection, calls for-MR. BABBITT: Objection-MR. McNICHOLS: -- a legal conclusion.
MR. BABBITT: -- calls for a legal conclusion.
A. If we didn't pay him back, if Services did not
pay him back.
Q. (BY MR. CRESSMAN) When would that be, wh
would he have that right, per your March 2003
modification?
A. At a point in time after the companies were
able to pay his note but don't.
Q. Okay. So, if the companies were never able to
pay his note, he would not be able to realize on the
security, is that right?
MR. McNICHOLS: Objection.
MR. BABB ITT: Objection.
MR. McNICHOLS: Same objection, legal
conclusion, vague and ambiguous.
MR. BABBITT: Join in the objection.

rn
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I
A. I don't know about that. I can't answer that.
2
Q. (BY MR. CRESSMAN) Did you discuss that with
3 your brother as part of your March 2003 agreement
4 modification?
5
A. I did not discuss with him events of, what
6 would trigger events of that. We were talking about
7 when he could get paid, and that's when the companies
8 were economically viable to do that.
9
Q. And if the companies were never economically
10 viable, did you discuss with your brother what rights
II and remedies he would have?
12
A. I don't believe so.
13
MR. BABBITT: Objection, asked and answered,
14 Counsel.
15
Q. (BY MR. CRESSMAN) Was Reed Taylor representel
16 by counsel in terms of the negotiation in March 2003?
17
A. He was represented by his accountant.
18
Q. Was his accountant present when you struck the
19 deal at your offices?
20
A. No, I don't think so.
21
Q. Was your -- were you represented by counsel?
n
A. No.
23
Q. Did you ever seek to have the oral modification
24 of March 2003 reduced to writing?
25
A. No, I haven't.
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company would dig itself out of the hole, work together
to dig itself out of the hole with Crop USA, rebuild its
agency force.
THE REPORTER: I'm sorry, rebuild what?
A. Agency force. I think I indicated in my
affidavit, rebuild its agency force and that we would
likely be able to catch up on the interest as soon as we
hit around thilty million dollars of premium and that we
would begin to be able to restructure and begin paying
off AlA and this debt as soon as we hit sixty to seven
million of premium, and that was our goal.
MR. McNICHOLS: You left off the word "begin",
I think, in line nine.
A. Excuse me.
MR. BABBITT: Begin catch-up.
A. Begin catch-up of the interest.
Q. (BY MR. CRESSMAN) Do you want to read the re!
of the testimony? I mean, I don't care. I mean, I
asked you to read the whole page after that, but your
counsel wanted you to read it out loud.
A. We'd pay fifteen thousand dollars a month plus
continuing paying for about ten thousand dollars in
other expenses during this interim period, during that
interim period, and we would continue to pay Donna, I
think, about four thousand a month, which we have now
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A. I've been very busy the last couple of years.
Q. Any other reason?
A. No.
Q. You never asked a lawyer to reduce that
document to -- or, that agreement to writing?
A. I answered that. The answer was no.
EXHIBITS:
(Deposition Exhibit No. 25 marked for
identification.)
Q. (BY MR. CRESSMAN) Showing you Exhibit 25,
those -- it's excerpts of your testimony on March 1,
2007, at the preliminary injunction hearing before Judge
Brudie.
A. Okay.
Q. I want to refer you to your testimony on page
seventy. And I'll ask you to read the question that
begins on line four and the balance of the testimony on
that page.
A. What were the terms of the deal in '03.
Q. You can read it to yourself, please.
A. Oh, okay.
MR. BABBITT: Why don't you read it into the
record so that it's clear what you're read ing?
A. The terms of the deal in '03 is that the

1 been able to raise that recently to, I think, ten
2 thousand a month. Those are all I recall right now.
MR. BABBITT: And finish the rest.
3
4
A. So that was the deal between your brother and
5 AlA Services in 2003? Yes.
6
Q. (BY MR. CRESSMAN) Now, in this testimony, yo
have
testified that, I think I indicated in my
7
affidavit,
rebuild its agency force and then we would
8
likely
be
able
to begin catch-up on the interest as soon
9
as
we
hit
around
thirty million of premium?
10
A.
Uh-huh.
II
12
Q. Was it thirty million or was it thirty-five
million?
13
A. Somewhere between thirty-five and thirty.
14
Q. Where between? When were you going to-15
16 strike that. What figure -- at what figure were you
17 going to commence paying your brother?
]8
A. When we had cash flow positive EBIT from the
19 two companies that may -20
Q. Cash flow EBIT, you said?
A.
E-8-I-T.
21
Q. Okay. That's not what's -- that's not stated
23 in here, is it?
24
A. What's stated there is my estimate of when 1
25 think the cash flow positive EBIT would occur.

Q. Why not?

n
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Q. SO we don't know whether it was thilty million
or thilty-five million?
MR. BABBITT: Objection-MR. McNICHOLS: There's no question pending,
it's a speech.
MR. BABBITT: Objection, it's not a question.
Q. (BY MR. CRESSMAN) Correct?
MR. BABBITT: It's argumentative.
MR. McNICHOLS: I object to that question on
the grounds it calls for speculation. How could he know
what you know?
Q. (BY MR. CRESSMAN) I'm trying to understand th(
terms of your agreement with your brother, and in this
instrument, Exhibit 25, you testified that you would
begin to, be able to begin catch-up on the interest as
soon as we hit around thirty million of premium. In the
preceding exhibit you've testified when the plan
achieved break-even status of about thirty-five million
in new business placements, the companies could begin
catching up on accrued interest payments.
A. Uh-huh.
Q. Those are two different statements. I'm asking
which one is correct.
MR. BABBITT: Counsel, I object. You're
misstating testimony in court. The deponent says, I
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Counsel. What he says in court is, he's referring to
what he indicated in his affidavit, he's testifYing to
what he said in his affidavit that he thought it was
about thirty million. Well, the affidavit says
thirty-five. That doesn't mean they're in conflict.
Q. (BY MR. CRESSMAN) What did you mean when you
said thirty million of premium in Exhibit 25 on line ten
of page seventy of your testimony?
MR. BABBITT: I object again. You're badgering
the witness and misstating the testimony. The witness
is stating, I think I indicated in my affidavit thirty
million. He did not say-MR. McNICHOLS: It says around thirty million,
it does not say thirty million.
MR. BABBITT: You're intentionally misleading
the witness.
MR. McNICHOLS: And the thirty-five million
says, at about thiliy-five million.
Q. (BY MR. CRESSMAN) What was your agreement witl
your brother in terms of the amount of premium that
would be required to be obtained before you would begin
catching up in paying his accrued interest?
MR. BABBITT: Objection, asked and answered on
the questions relating to the affidavit, Counsel. You
went through that at length at least four times.
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think I indicated in my affidavit the following. It is
not a flat statement, as you would like to have it. He
is referring to his affidavit, and you're misleading
him.
MR. McNICHOLS: I join in the objection.
Q. (BY MR. CRESSMAN) Let me -- just look at both
documents, if you would, please, and tell me what is the
correct statement in terms of the premium-MR. BABBITT: I object to the form of the
question. You're misstating the testimony and the
affidavit statement.
Q. (BY MR. CRESSMAN) Would you stmi catching -was your agreement with your brother that you would
begin to catch up on interest when you hit thirty
million in premium or thirty-five million in new
business placements?
A. I think I've stated it several times today, we
would begin catching up on interest when we were cash
flow positive. At the court, I said I think that's
around thiliy million. In the affidavit, I was more
specific at thiliy-five in new business.
Q. Which, which one's accurate?
MR. McNICHOLS: Well, I object-MR. BABBITT: I object.
MR. McNICHOLS: -- that that's argumentative,

A. I think my affidavit speaks for itself, about
thirty-five million.
Q. (BY MR. CRESSMAN) Is about thiliy-five million
4 the same as about thirty million to you?
5
MR. McNICHOLS: Objection, that's
6 argumentative.
7
MR. BABBITT: That's argumentative, Counsel.
8
MR. TAYLOR: I'm not going to answer that.
9
Q. (BY MR. CRESSMAN) You're not going to answer
10 that?
11
A. No.
12
Q. I'm asking you to answer it.
13
A. I said about thiliy-five million. Both
14 statements are consistent.
15
Q. Now, you also testified in your affidavit in
16 paragraph sixteen, the last sentence, when the companies
17 achieve sixty million in new business placements, the
18 companies would then be able to retire his note and
19 redeem all the outstanding preferred shares of AlA
20 Services. Now, that means to me that when those sixty
21 million in new business placements were achieved, in a
22 given year, his note would be paid off; is that correct?
23
A. Essentially, yes.
24
Q. Okay. In your, in your testimony in Exhibit
25 25, beginning on line ten of page seventy, you

1

2
3

39 (Pages 150 to 153)
Clearwater Reporting of

(800) 247-2748

Washingto & ~fflrYAfIT OF PAUL R. CRESSMAN, JR.(208) 743-2748

Lewiston, Idaho 83501
email: c1earwater_reporting@clearwire.net

/Zt}3

Page 162

2
3
4

5
6
...,
I

8
9
10
II
12
13
14
15
16
17
18
19
20
21
22
23
24
25

I
2
4
5
6
7

8
9

]0
11
12
13
14
J5
16
17
18
19
20
2J
22
23
24
25

Q. (BY MR. CRESSMAN) How is that different than
having his note paid off?
A. It could be -MR. BABBITT: Objection to the form of the
question.
A. It could be a lot different.
Q. (BY MR. CRESSMAN) Explain how what I said
could be different than what you said?
MR. BABBITT: Object to the form of the
question. Counsel's state of mind is not part of the
record.
MR. CRE~SMAN: I'm not asking for my state of
mind.
Q. (BY MR. CRESSMAN) How is having his note pai
off different than retiring his note?
MR. BABBITT: Object to the form of the
question.
MR. McNICHOLS: I object to that on the grounds
that you've mischaracterized the language of the
documents.
A. Well, that's very simple. The note can be
purchased by someone else and not be retired at all.
Q. (BY MR. CRESSMAN) I don't -- explain to me h
you -- explain to me how the note could be purchased by
someone else?
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MR. BABB ITT: Objection-A. No.
MR. BABBITT: -- to the form of the question.
A. You asked -Q. (BY MR. CRESSMAN) You just talked about
transferring his note, correct?
A. In response -- as I recall, in response to your
question, how could it be repaid off and the note not be
retired, and I said one way would be to sell the note to
JO a third party.
]1
Q. After this oral modification, would it have
12 been possible for Reed to sell his note to somebody
13 else?
14
A. Sure.
15
Q. Okay. Would it have been easier for him to
16 sell it to somebody else before or after the
17 modification?
]8
MR. McNICHOLS: Objection, speculation.
19
MR. BABBITT: Objection joined.
20
A. It's my belief it's more salable now than
21 before.
22
Q. (BY MR. CRESSMAN) More salable as a result
23 the modification than before?
24
A. Yes.
Q. Can you explain how it would be more salable as
25
2
3
4
5
6
7
8
9
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A. It could be purchased by someone else. What
don't you understand about that?
Q. Who would purchase -- purchase the note from
who, purchase Reed's note?
A. Sure.
Q. Okay.
A. And then it would not be retired.
Q. Okay. But would the note then be repaid?
A. It mayor may not be.
Q. SO when you used the words, retire his note, in
the last sentence of paragraph sixteen, you were
contemplating that somebody else could purchase
note?
A. I didn't say that.
Q. Okay. Does, in your -- when you use the words,
retire his note, what did you mean then?
A. Reed would be paid off.
Q. Okay. Thank you. I take it that Reed's note
would remain -- remained after this modification?
A. Yes.
Q. And, other than the terms that you've modified
in the note, specifically modified, the other terms of
the promissory note, Exhibit 2, would remain or not?
A. I believe so.
Q. You talked about selling his note, did you not?

a result of the modification?
2
A. There is a greater probability of the note
3 being ultimately redeemed now than there was at -- prior
4 to March of2003.
5
Q. Before you made your oral modification with
6 your brother in March of 2003 that was based upon some
7 amount of new business placements or new premiums,
8 including those of Crop USA, did you have consent from
9 anyone at Crop USA to do this?
l O A . Prior to that?
II
Q. Yes.
12
A. I don't think so.
J3
Q. Did you tell Reed in March of 2003 that the
14 agreement was subject to any shareholder board of
15 approval?
16
A. I doubt it.
]7
Q. Was the agreement ever approved by any group
18 shareholders or board of AlA Services?
19
A. r don't know if it has or not.
20
Q. Was it ever approved by any board or
21 shareholders of Crop USA?
22
A. No.
23
Q. Was it ever approved by any advisory board of
24 AlA Services?
A. I don't think so. That -- I don't think so.
25
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A. They were -- we outlined the details of our
am endm ent.
Q. What did you tell them, sir?
A. I just said, I outlined the details of what we
had agreed to in March and why the program, why it
was -- how it would affect AlA.
Q. Okay. You need to tell me what you told these
men, please, specifically.
A. I don't recall that right now.
Q. You don't recall?
A. (Witness shakes head.)
Q. Do you believe it would have been appropriate
to put the oral modification in the subscription
agreement or a private placement memorandum that thest
men saw?
MR. BABBITT: Object to the form of the
question.
A. I would think it would, should have been.
Q. (BY MR. CRESSMAN) Should have been?
A. (Witness nods head.)
Q. But it wasn't?
A. I don't know that.
Q. You have the prospectuses, though, that were
provided to them?
A. They did not get prospectuses.
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My Commission Expires:
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Q. Did they get private placement memorandums?
A. I don't think so.
2
Q. Did they get subscription agreements?
3
A. I would imagine Adrien did.
4
Q. Okay. And where are those located?
5
A. Well, that's all Crop USA, I can't answer that.
6
7 Stri ke all that.
Q. SO you're refusing to answer, is that right?
8
A. Right, sorry.
9
MR. CRESSMAN: That's all we have.
10
MR. McNICHOLS: I have no questions.
I1
MR. BABBITT: I have no questions. We will
12
13 read and sign.
(Deposition concluded at 5:04 p.m. Witness
14
15 excused; signature reserved.)
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the deposition of the deponent in the above-entitled
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That the foregoing pages of this deposition
constitute a true and accurate transcript of my
stenotype notes of the testimony of said witness.
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I. AMY WILKINS. CSR. Freelance Court Reponer
and Notary Public for the States of Idaho, Idaho CSR No
679, and Washington, Washington CSR No. 2187; and
Oregon, residing in Lewiston, Idaho, do hereby cenify:

I further certify that I am not an attorney
nor counsel of any of the parties; nor a relative or
employee of any attorney or counsel connected with the
action, nor financially interested in the action.
IN WITNESS WHEREOF, I have hereunto set my
hand and seal on this
day of
2007.
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AMY WILKINS, CSR
Freelance Court Reporter
Notary Public, States of Idaho
and Washington
Residing in Lewiston, Idaho
My Commissions Expire: I-I 1-08, 9-2-08

67 (Pages 262 to 265)
Clearwater Rep0l1ing of
(800) 247-2748
Washingto & A~fbIA~T OF PAUL R. CRESSMAN, JR.(208) 743-2748

Lewiston, Idaho 83501
email: clearwater_reporting@clearwire.net

/3J1J

EXHIBITB

AFFIDAVIT OF PAUL R. CRESSMAN, JR.
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1

2

IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT
OF THE STATE OF IDAHO
IN AND FOR THE COUNTY OF NEZ PERCE

3

REED J. TAYLOR, a single person,

1

)
)

Plaintiff,

4

)
)

5

vs.

) Case No. CV 07-00208
)

6
7

8
9

AlA SERVICES CORPORATION, an Idaho)
Corporation; AlA INSURANCE, INC,
)
)
An Idaho Corporation; R. JOHN
TAYLOR and CONNIE TAYLOR,
)
Individually and the community
)
Property comprised thereof;
)
BRYAN FREEMAN, a single person;
)
And JOLEE DUCLOS, a single person,)

10

)

Defendants.

)

11

12
13
14

MOTION HEARING
MARCH I, 2007

15

16
17
18
19
20
21
22

THE HONORABLE JEFF M. BRUDIE PRESIDING
DISTRICT JUDGE

23
24
25

-
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66

64

1

2
3
4
5

Q.

Exhibit AD, is that an addendum to stock redemption

agreement, the original stock redemption agreement?

A.

It appears to be, yes.

Q.

Signed by you on or around July 22, 1995?

A.

yes.

6

MR. CRESSMAN: Move to admit.

7
8
9
10
11
12
13

MR. MCNICHOLS: No objection.

14
15
16
17
18
19
20
21
22

5
6
7
8
9
10

THE COURT: Exhibit AD is admitted.
(Thereupon, Exhibit AD was admitted into
evidence.)
By MR. CRESSMAN:
Q.

Now, at the time a year later this after the original

transaction in July of 1995, in July of 1996 you amended the
transaction; correct?

A.

Yes.

Q.

And the reason it was amended was because the company

couldn't pay Mr. Reed Taylor?

A.

I don't recall that. There is --

Q.

Okay.
MR. MCNICHOLS: Excuse me, he didn't finish his

answer, Counsel.

A.

1
2
3
4

I believe the reason it was amended and restated is

Yes, I believe so.
And that note had -- was -- had a maturity to be paid

before July 1 of 1996; correct?

A.

I don't recall the date of that.

Q.

You don't recall that it had a date and that the date

-- by that date it was not paid?

A.

I do not recall that.

Q.

You do not -- is it true, sir, that the reason the

restructured agreement took place was so you could address the
nonpayment of that note?

13
14
15
16
17
18
19
20

the restructured documents. How much in fees were paid by AlA

21

Services to its counsel for that transaction?

MR. MCNICHOLS: Objection, it's been asked and
answered. He already asked him what the reason was and he said
the reason was his brother didn't want to retire any more.
THE COURT: Sustained.
BY MR. CRESSMAN:
Now, we already indicated that AlA Services paid

Q.

fifty-five thousand of Mr. Reed Taylor's fees associated with

22

MR. MCNICHOLS: Objection, relevance.
THE COURT: Sustained.

23

24

BY MR. CRESSMAN:

24
25

Because he what?

A.
Q.

11

because Mr. Taylor decided that he did not want to retire.

Q.

involved a note for a million and a half; did it not?

12

23

25

the two million in interest, the original transaction also

BY MR. CRESSMAN:
Now, you have indicated you believed that you have

Q.

67

65

1

A.

Did not want to retire, wanted back in the company.

2
3
4
5
6
7
8
9
10
11

Q.

How did having an amended allow him to be back in the

everything and this is what we ended up with.

1
2
3
4
5
6
7
8
9
10
11

12

BY MR. CRESSMAN:

12

A.

Yes.

13
14
15
16
17
18
19
20

Q.

And was that deal memoria lized in writing?

13
14
15
16
17
18
19
20

21

company?
MR. MCNICHOLS: Documents speak for themselves,
your Honor.
THE COURT: I think he's talking about the reasons
why the documents were done. I'm going to overrule the
objection. You can go ahead and answer that, Mr. Taylor.
A.

Q.

24
25

As of the -- there was a down payment note of a million

five with the original transaction; correct?

A.

Yes.

Q.

And that payment was not due whether it was obligated

to be paid before July 1996; correct?
MR. MCNICHOLS: I object to that question.
can't understand it.
THE COURT: You need to redo that one,
Mr. Cressman. I don't understand that either.

22

23

Well, as my understanding that at the time he decided

that he did not want to retire, and so he wanted to restructure

MR. CRESSMAN: Yes, I can.
BY MR. CRESSMAN:
Q.

In addition to the six million dollar note that's at

issue now that remains unpaid per your earlier testimony and

21
22
23
24
25
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amended the transaction with your brother orally; correct?

A.

Orally and in writing, yes.

Q.

And when was that -- when was the last amendment that

you made with your brother?

A.

The last -- we had a long period of renegotiation and

all these documents and these entire loan documents from 2000,
2001 to clear to 2003. We finally settled on a deal in March
of 2003, and that's the deal we have been working under ever
since.
Okay. And as of 2003, you had a deal with your

Q.

brother?

A.

No, not to the extent of these type of documents, no.

Q.

In a ny extent?

A.

Yes, I believe that we will show that at trial.

Q.

Okay. What documents, sir?

A.

I don't recall those right now.

Q.

After 2003, did you ever amend that agreement again?

A.

I don't think so.

Q.

So after --

A.

Not in any material way.

Q.

Well, in any way, sir?

A.

I don't believe -- I don't believe we remanded that in

any way since 2003.

70

68

1
2
3

Q.

Alright. Either orally or in writing?

1

because each time we had a deal made, Reed raised the bar by

A.

I don't recall of any right now.

2

another million or half million dollars.

Q.

Well, is it your testimony that after year 2003 you

3
4
5
6
7

BY MR. CRESSMAN:

hole with Crop USA, rebuild its agency force. I think I

8

indicated in my affidavit, rebuild it's agency force and that

4

never amended the agreement with your brother either orally or

5
6
7
8

in writing?
MR. MCNICHOLS: Objection, asked and answered.
THE COURT: Sustained.
BY MR. CRESSMAN:

9
10

11
12
13
14
15
16
17
18
19

20

Q.

Do you know Mr. Ernie Dantini, sir?

A.

Yes, I do.

Q.

Who is he?

A.

He used to be an accountant here in town. I think he

may have worked for AlA briefly but he worked for Reed to some
extent and continues practicing in Seattle as a CPA.
Q.

Was he Reed's accountant?

A.

I believe he was -- he had been Reed's accountant over

the last sometime.
Q.

Okay. Now, let's go back here and take a look at

Exhibit A, the promissory note. That promissory note was due

22
23

20

in full on August 1, 2005; correct, sir?

21

9
10
11
12
13
14
15
16
17
18
19

MR. MCNICHOLS: Objection, objection, he's asking
him now to interpret the written document. He's already

21
22

23

testified that the agreement was modified.

Q.

What were the terms of the deal in '03?

A.

Terms of the deal in '03 is that the company would dig

itself out of the hole, work together to dig itself out of the

we would likely be able to begin catch-up on the interest as
soon as we hit around thirty million of premium. And that we
would again be able to restructure and begin paying off AlA and
this debt as soon as we hit sixty to seventy million in premium
and that was our goal.
Q.

Any other terms?

A.

We would pay Reed fifteen thousand dollars a month plus

continuing paying for about ten thousand dollars in other
expenses during that interim period. And we would continue to
pay Donna, I think, four thousand a month which we would have
been now been able to raise that recently to, I think, ten
thousand a month.
Q.

Okay. Any other terms?

A.

Those are all I recall right now.

Q.

So that was the deal between your brother and AIA

24

MR. CRESSMAN: Well, this is --

24

25

MR. MCNICHOLS: The document speaks for itself.

25

A.

Yes.

1
2
3
4
5
6
7

Q.

When was that deal reached?

Services in 2003?

69

1
2
3
4
5
6

7
8

9
10

11
12
13
14
15
16
17
18
19

THE COURT: I'm going to sustain that objection.
The document does speak for itself, Mr. Cressman.
BY MR. CRESSMAN:
Q.

between PJA Services and your brother?

A.

advisors on a weekly or monthly basis on revising the 2003

Q.

So the answer to my question is?

A.

I can't recall the specific date, but I recall talking

about revising the agreement on numerous and numerous
occasions.
Q.

25

Okay. Do you recall discussing that with Mr. Dantini

that subject?

A.

I don't recall that specific day, but I recall

discussing variations of settlement or payoff or changing the

Q.

None of which were consummated; correct?
MR. MCNICHOLS: Object to that, your Honor, it

13
14
15
16
17

20
21
22

calls for a legal conclusion.
MR. CRESSMAN: Your Honor, he's already -THE COURT: Overruled. Mr. Taylor, you can answer

Yes, none of -- no, none of which have been consummated

A.

March of 2003.

Q.

And where was it reached?

A.

Here.

Q.

Where?

A.

At our Headquarters.

Q.

Who was present?

A.

Reed and I.

Q.

Anybody else?

A.

Ernie Dantini was intricately involved off and on

giving tax advice and other advice. I don't think -- but there
would be no one else.
Q.

25

So it's your testimony that in March of 2003 you and

your brother sat down in your office and orally made that deal?

A.

Yeah.

Q.

I'd like you to take a look at Exhibit AI, please. Do

you recognize that exhibit as an e-mail from you to
Ernie Dantin; dated October 7, 2005?

A.

It indicates it is. I don't remember.

Q.

I didn't hear the answer, I'm sorry.
MR. MCNICHOLS: I think he's taking some time to

read the exhibit, Counsel.

23
24

that.

A.

8
9
10
11
12

18
19

2003 deal on numerous occasions.

22
23
24

Since 2005 I have probably talked to Reed or his

agreement.

20
21

In October of 2005, do you recall having any

discussions with Ernie Dantini about revising the arrangement

71

MR. CRESSMAN: That's fine.

A.

During 2005-2006 we had extensive discussions on

restructuring.
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76

1

2
3
4
5
6
7
8
9
10
11

12
13
14
15
16
17
18
19
20

21
22
23

1
2
3
4
5
6
7
8

Okay. Under the original terms of the promissory note

Q.

Exhibit A, was interest in excess of a million five owing?
A.

Under the terms -- if you had calculated interest paid

based upon the original, yes; based on the agreements made in

2003, no.
And after the letter of December 12th was received by

Q.

you, how much in interest has been paid by AIA Services to your
brother?
A.

We continue to pay about twenty-five thousand a month

on -- each month.
Q.

Okay. And after December -- the December 12th letter,

has any portion of the principle been paid to your brother?
A.

No, it's not due yet.

Q.

When is it due per your 2003 agreement?
MR. MCNICHOLS: Your Honor, I'm going to object to

that, your Honor, because he's asking him now -- oh, I'm
sorry -- well, there is more to it than that. J don't know
exactly how to make this objection because the 2003 amendment
is not the only agreement that determines when it is due.
There is another document.
MR. CRESSMAN: Your Honor, I'm going to object to
the speaking objections of Counsel.
THE COURT: I'm going to overrule your -- I'm

9
10
11

So your agreement in 2003 was based upon -- the

Q.

assumption was that he would be paid in 20077
No, it was based upon the assumption that we would be

A.

paid when we hit in the sixty to seventy million dollar premium
range.
Q.

Okay. And the "we" would be?

A.

Crop and AlA.

Q.

Crop and AlA. How was money from Crop going to be used

to pay your brother?
A.

It is always under the assumption that the two

companies would be put back together and that the companies

12

would be able to be -- to purchase that note or retire that

13
14
15
16
17
18
19
20

note whether or not AlA or Crop, and depending on how this

21

agreement was structured. The specifics I can't say now but
the -- when we say "we," we mean both Crop and AlA has to hit
those premium goals, otherwise there's no money to pay it.
Q.

Okay. Mr. Reed Taylor doesn't have any interest in

Crop USA; correct?
A.

No, he doesn't.

Q.

AlA Insurance, Inc., doesn't have any interest in Crop

USA, does it?

22

A.

No, it doesn't.

23

Q.

And AlA Services, Inc., doesn't have any interest in

24

going to take that as an objection and I'm going to overrule

24

25

it, Mr. McNichols, because I think Mr. Cressman's question was

25

A.

No.

1
2
3
4
5
6
7
8
9
10
11

related to the 2003 agreement. Mr. Cressman?

1
2

Q.

So this is a completely separate entity; correct?

A.

Yes.

Q.

And I'm trying to understand was there or was there not

Crop USA, does it?

79

77

MR. CRESSMAN: That's correct.
THE COURT: Alright. I'll overrule the objection.
I'm sorry to interrupt you, Mr. Taylor, but go ahead and answer
that question.
A.

Based upon current assumptions and the marketing plan

that we put together back in 2003, it would be due and payable
about two thousand -- August 2009.
BY MR. CRESSMAN:
Q.

About or exactly or how?

A.

Well, the payment of both the, A, preferred shares

3

4
5
6
7
8
9
10
11

12

which has to be paid first and the -- this note is payable upon

12

13
14
15
16
17
18
19
20

the ability to finance the -- based upon the amount of premium

13
14
15
16
17
18
19
20

that is written and under our current plans and under our
current projections, that would be August of 2009.
Q.

When you made this agreement in 2003 with your brother

in March, did you discuss when this would take place?
MR. MCNICHOLS: Objection, I don't know what the
"this· is. There's a pronoun -MR. CRESSMAN: When the payment would take place.

21
22
23
24
25

BY MR. CRESSMAN:

25

A.

Originally we had the plan that the payment would take

21

a fixed date when your brother was going to be paid in your
agreement with him in March of 2003?
A.

I will repeat again based upon the budgets we presented

in 2003 and as modified more recently, they were -- it was he was to be paid when we hit sixty million dollars in premium.
Q.

And what was he to be paid?

A.

The balance of his note six million plus accrued

interest. Any unaccrued interest.
Q.

Now, there was a lock -- there's a lock box agreement

under the restructured agreements; correct?
A.

Yes.

Q.

And would you describe for the Court what a lock box

agreement is?
A.

A lock box agreement is a place where premiums are

deposited into a - essentially a bank who then deposits money
into accounts, and then tells the insurance company how much
has been received on an individual basis.
Q.

And one of the terms of your brother's contracts was

22

that the commissions would be deposited into a lock box

the premium goals that we had originally had thought we could

23

account; correct?

have in 2003.

24

place in 2007, but because of the -- but we have not achieved

MR. MCNICHOLS: If the Court, please, I'd object,
the agreement speaks for itself. And I want to object also on
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122

120

1

A.

I doubt if I did.

1

2

a.

Let me ask you to look at Exhibit AJ please. Are these

2

3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22

accountings for various year-ends for Reed Taylor's note?
A.

Yes, from the records of AlA Services.
MR. CRESSMAN: Move to admit Exhibit AJ.
MR. MCNICHOLS: I have no objection.
THE COURT: AJ Is admitted.
(Thereupon, Exhibit AJ was admitted into

evidence.)
BY MR. CRESSMAN:

a.

Now, if I understood your testimony earlier, you

indicated that you agreed to pay in 2003 your brother fifteen
thousand dollars in interest a month; correct?
A.

Yes.

a.

And Exhibit AJ shows that that did not occur; correct?
MR. MCNICHOLS: First of all, AJ Is how many

pages, Counsel?
MR. CRESSMAN: I'm looking at the first page. You
can look at each one If you like.
MR. MCNICHOLS: Well, if the Court please, I
object because the first page I don't think says anything about

And take a look at the fourth page of the exhibit. You

6

the first of the year.

7
8
9
10
11
12
13
14
15
16
17
18
19
20
21

22
23

24

THE COURT: Well, review the entire exhibit,

24

25

Mr. Taylor, and then ask your question again, Mr. Cressman.

a.

didn't pay him fifteen thousand dollars a month in 2003, did

MR. CRESSMAN: That was not the question.

25

Not yet, no.

3
4
5

23

2003.

A.

you?
A.

Well, no, because we didn't start the deal until after

a.

I thought you said the deal was made in March?

A.

It is. We began paying him fifteen thousand a month it

appears in right at the end of March, first of April. In fact,
it was the first of April.

a.

Well, my account -- my numbers or math would indicate

forty-five thousand would have been due the end of June for
April, May and June?
A.

Except we paid in advance at the end of March of six

thousand of that forty-five. So it looks like six thousand got
caught in the end of March and the rest -- the balance was paid
the next three months as agreed.

a.

I'd ask you to take a look at the second volume of the

exhibits, please.
Maybe I can short cut this which I'd love to do,
Exhibits AL through AV are financial statements for various
years for AlA Services Corporation subsidiaries. We would move
that they all be admitted.
MR. MCNICHOLS: If the Court please, I'm totally
unfamiliar with them. If counsel will represent that they are

121

1
2
3
4
5
6
7

agreement. I thought you indicated that your two -- your March

subject to a right within a reasonable time to review them for

2003 agreement with Mr. Reed Taylor was that he would receive

8

error. Thank you.

a.

My question is, am I correct, Mr. Taylor, that AlA

Services did not pay Mr. Reed Taylor fifteen thousand each
month on his promissory note in 2006?
A.

The records show we paid him $274,729 last year.

a.

Well, let me go back and make sure I understand your

8
9
10
11
12
13
14
15
16
17
18
19
20
21

thousand?

22
23

was in March -- around March of last year, and I told Reed I'd

24

catch up with him this year.

25

123

1
2
3
4
5
6
7

BY MR. CRESSMAN:

fifteen thousand dollars cash each month plus payment of his
employees; correct?
A.

Yes.

a.

Was that what you testified to?

A.

Yes.

a.

And Is it correct that you did not pay in 2006 the

fifteen thousand dollars cash per month?
A.

You know the records indicate that we paid fifteen

thousand dollars in cash payments to Reed each month plus these
other benefits, and I think there was one month where we didn't
pay -- I didn't pay.

a.
A.

a.

There was one month that you didn't pay the fifteen

I think so and I -- well, yeah, in fact I remember it

And you haven't caught it up, have you?

9
10
11
12
13
14
15
16
17
18
19
20
21
22

admitted so long as I can have some reasonable period of time
to review them and double check. Is that fair enough?
MR. CRESSMAN: These are accurate copies of what
was provided to Mr. Bond by Mr. Taylor we will so represent.
MR. MCNICHOLS: Okay. So I will not object

THE COURT: I'll grant that. Thank you,
Mr. McNichols. Exhibit AL through AV, as in Victor,
Mr. Cressman?
MR. CRESSMAN: Yes.
THE COURT: Exhibit AL, AM, AN, AO, AP, AQ, AR,
AS, AT, AU, and AV are admitted.
(Thereupon, Exhibits AL through AV were admitted
into evidence.)
BY MR. CRESSMAN:

a.

Now, Mr. Taylor, is AlA Services insolvent?
MR. MCNICHOLS: Object to the form of the question

-- object to the question on the grounds that it calls for a
legal and an accounting conclusion.
THE COURT: Well, I think Mr. Taylor's probably

23

qualified to give an opinion in both of those things.

24

Overruled.

25

A.

The question was?

J30~
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1

2
3
4

5
6

ONATHAND. HALLY
LARK and FEENEY
ttorneys for Defendants, Connie Taylor,
ames Beck, and Corrine Beck
he Train Station, Suite 201
3th and Main Streets
. O. Drawer 285
ewiston, Idaho 83501
elephone: (208)743-9516
SB# 4979

7

8

IN THE DISTRlCT COURT OF THE SECOND JUDICIAL DISTRlCT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE

9

10

REED 1. TAYLOR, a single person,

11
Plaintiff,

Case No. CV 07-00208

12
13
14
15

16
17
18
19
20

21
22

vs.
AlA SERVICES CORPORATION, an Idaho
corporation; AlA INSURANCE, INC., an
Idaho corporation; R JOHN TAYLOR and
CONNIE TAYLOR, individually and the
community property comprised thereof;
BRYAN FREEMAN, a single person;
JOLEE DUCLOS, a single person; CROP
USA INSURANCE AGENCY, INC., an
Idaho Corporation; and JAMES BECK and
CORRlNE BECK, individually and the
community property comprised thereof;

ANSWER OF DEFENDANTS, CONNIE
TA YLOR, JAMES BECK, AND CORRINE
BECK'S TO PLAINTIFF'S FOURTH
AMENDED COMPLAINT AND DEMAND
FOR JURY TRlAL

Defendants.
Ir-------------------------------~-----------------------------

23
24

25
26

NSWER OF DEFENDANTS, CONNIE TAYLOR,
AMES BECK AND CORRlNE BECK TO
LAINTIFF'S FOURTH AMENDED COMPLAINT
ND DEMAND FOR JURY TRIAL

1
LAW OFFICES OF

1&7

CLARK AND FEENEY
LEWISTON. IDAHO 83501

II
COME NOW the Defendants, CONNIE TAYLOR, JAMES BECK and CORRlNE BECK
1

in the above-entitled action and answer the Plaintiffs Fourth Amended Complaint as follows:
1.

2
3

Complaint not specifically admitted herein.

4

5

These defendants deny each and every allegation in Plaintiffs Fourth Amended

2.

These defendants admit the allegations contained within paragraphs 1.1, 1.2, 1,3, and

3.

With regard to paragraph 1.5, these defendants admit R. John Taylor and Connie

1.4.

6

7

8
9
10
11

12

Taylor were husband and wife until on or about December 16, 2005, and that said persons were
residents of Lewiston, Nez Perce County, Idaho. These defendants deny the remaining allegations
of said paragraph and any inferences of wrongdoing contained therein.
4.

These defendants admit the allegations contained within paragraphs 1.6, 1.7, and 1.8.

5.

With regard to paragraph 1.9, these defendants admit that James Beck and Corrine

l3
14

Beck are residents of the State of Minnesota and deny the remaining allegations.

15

6.

These defendants admit the allegations contained within paragraphs 1.10 and 1.11.

16

7.

With regard to paragraph 2.1, these defendants admit that R. John Taylor was an

17

18

officer and director of AlA Services, AlA Insurance, and Crop USA and that Connie Taylor an R.
Jon Taylor own shares in AlA Services and Crop USA. These defendants are without sufficient

19
knowledge with regard to the remaining allegations and, therefore, deny the same.

20
21
22

8.

With regard to paragraph 2.2, these defendants admit that Connie Taylor, and R. John

Taylor, were divorced through an Interlocutory Decree filed on December 16, 2005, and

d~ny

23
24

25
26

ANSWER OF DEFENDANTS, CONNIE TAYLOR,
JAMES BECK AND CORRlNE BECK TO
PLAINTIFF'S FOURTH AMENDED COMPLAINT
AND DEMAND FOR JURY TRlAL

2
LAW OFFICES OF

CLARK AND FEENEY
LEWISTON, IDAHO 63501

the

remaining allegations contained therein.

1

9.

Paragraph 2.3 contains mere commentary such that defendants are not required to

2

answer said paragraph. To the extent an answer is deemed required, these defendants deny any

3

allegations contained within said paragraph including any inferences of wrongdoing.

4

5

10.

These defendants deny the allegations contained within paragraph 2.4.

11.

With regard to paragraph 2.5, these defendant admit that J oLee Duclos was an officer

6
and director of AIA Services, AIA Insurance, and Crop USA and that Duclos is a shareholder in
7

8
9

10
11

Crop USA and deny the remaining allegations contained therein.
12.

With regard to paragraph 2.6, these defendants admit that Bryan Freeman was a

director of AlA Services, AlA Insurance ,and Crop USA and is a shareholder in Crop USA, and deny
the remaining allegations contained therein.

12
13.

These defendants admit the allegations contained within paragraph 2.7.

14.

With regard to paragraph 2.8, these defendants admit that Defendant, James Beck,

13
14

15

is a shareholder in AlA Services and Crop USA and is a member of the Board of Directors of AlA

16

Insurance and AlA Services, and deny the remaining allegations.

17
18

15.

With regard to paragraph 2.9, these defendants are without sufficient knowledge to

admit or deny the allegations contained in said paragraph and, therefore, deny the same.

19
16.

With regard to paragraph 2.1 0, these defendants admit that AlA Insurance is a wholly

20
21

22

owned subsidiary of AlA Services and that AlA Insurance is a lessee of the office building located
at 111 Main Street, Lewiston, Idaho, and deny the remaining allegations contained within said

23
24

25
26
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II

paragraph.

1

17.

With regard to paragraph 2.11, these defendants admit the identified documents were

2

signed and further alleges that the documents speak for themselves and deny the remaining

3

allegations contained within said paragraph.

4
5

18.

With regard to p;rragraph 2.12, these defendants allege that the documents speak for

themselves and are without sufficient information to admit or deny the remaining allegations and

6
therefor deny the same.

7

8
9
10
11

12

19.

With regard to 2.13, these defendants allege that the documents speak for themselves

and, are without sufficient information to admit or deny the remaining allegations and therefore deny
the same.
20.

With regard to paragraph 2.14, these defendants are without sufficient information

to admit or deny the allegations contained therein and, therefore, deny the same.

13
14

21.

With regard to paragraphs 2.15 and 2.16, these defendants allege that the documents

15

speak for themselves and are without sufficient information to admit or deny the remaining

16

allegations and, therefore, deny the same.

17

18

22.

With regard to paragraph 2.17, these defendants allege that the Amended Stock

Pledge Agreement speaks for itself. Further, these defendants are without sufficient information to

19
admit or deny those allegations that are specifically directed at other defendants and therefore deny

20
21
22

the same. These defendants deny the remaining allegations.
23.

With regard to paragraphs 2.18 and 2.19, these defendants allege that the documents

23
24

25
26
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speak for themselves and are without sufficient knowledge to admit or deny the remaining
1
2

3
4

5

allegations and, therefore, deny the same,
24.

With regard to paragraph 2.20, these defendants are without sufficient knowledge to

admit or deny the allegations contained therein and therefore deny the same.
25.

With regard to paragraph 2.21, these defendants are without sufficient information
.'f

to admit or deny the allegations contained therein and, therefore, deny the same.

6

26.

These defendants deny the allegations contained within paragraph 2.22 and 2.23.

27.

With regard to paragraph 2.24, these defendants are without sufficient information

7

8
9

10
11
12

to admit or deny the allegations contained therein and, therefore, deny the same.
28.

With regard to paragraph 2.25, these defendants are without sufficient information

to admit or deny the allegations contained therein and, therefore, deny the same.
29.

These defendants deny the allegations contained within paragraph 2.26.

30.

With regard to paragraph 2.27, these defendants are without sufficient information

l3
14
15
16
17

18

to admit or deny the allegations contained therein and, therefore, deny the same.
31.

With regard to paragraph 2.28, these defendants are without sufficient information

to admit or deny the allegations contained therein and, therefore, deny the same.
32.

With regard to paragraph 2.29, these defendants are without sufficient information

19
to admit or deny the allegations contained therein and, therefore, deny the same.
20
21
22

33.

With regard to paragraph 2.30, these defendants are without sufficient information

to admit or deny the allegations contained therein and, therefore, deny the same.

23
24

25
26
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34.
1

2
3
4

5

With regard to paragraph 2.31, these defendants are without sufficient information

to admit or deny the allegations contained therein and, therefore, deny the same.
35.

With regard to paragraph 2.32, these defendants are without sufficient information

to admit or deny the allegations contained therein and, therefore, deny the same.
36.

With re gard to paragraph 2.33, Defendant, Connie Taylor, admits that R. John Taylor

purchased a parking lot and these defendants deny the remaining allegations contained within said

6

paragraph.

7
8
9
10
11

12

37.

These defendants deny the allegations contained within paragraphs 2.34 and 2.35.

38.

With regard to paragraph 2.36, these defendants are without sufficient information

to admit or deny the allegations contained therein and, therefore, deny the same.
39.

With regard to paragraph 2.37, these defendants are without sufficient information

to admit or deny the allegations contained therein and, therefore, deny the same.

13
14

15

40.

These defendants deny the allegations contained in paragraph 2.38.

41.

With regard to paragraph 2.39, these defendants admit that Defendants, Freeman and

16

Duclos, resigned as members of the Board of Directors of AlA Insurance and AlA Services and that

17

Defendants, Connie Taylor and James Beck, were appointed to the Board of AlA Insurance and AlA

18

Services.

These defendants deny the remaining allegations contained within said paragraph.

19
42.

These defendants deny the allegations contained with paragraph 2.40.

43.

With regard to paragraph 2.41, these defendants are without sufficient knowledge to

20

21
22

admit or deny the allegations contained within the first two paragraphs of said paragraph and

23
24

25
26
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therefore deny the same. These defendants deny the remaining allegations contained within said
1

2
3

4

5

paragraph.
44.

With regard to paragraph 2.42, these defendants are without sufficient information

to admit or deny the allegations contained therein and, therefore, deny the same.
45,

With regard to paragraph 2.43, these defendants admit that Defendants, Freeman and
,

Duclos, resigned as Directors of AlA Services and AlA Insurance and admit that Defendant, Connie

6
Taylor and James Beck, were appointed as Directors of AlA Services and AlA Insurance. These

7
8
9
10
11

12

defendants deny all remaining allegations contained within said paragraph.
46.

With regard to paragraph 2.44, these defendants admit that Crop USA purchased

Sound Insurance and deny the remaining allegations contained within said paragraph.
47.

With regard to paragraph 2.45, these defendants admit that Global Travel was a tenant

in AlA Insurance's office building located in Lewiston, Idaho, and deny the remaining allegations

13
14
15
16

17
18

contained therein.
48.

These defendants are without sufficient knowledge to admit or deny the allegations

contained within paragraph 2.46, and therefore, deny the same.

49.

These defendants are without sufficient knowledge to admit or deny the allegations

contained within paragraph 2.47, and therefore, deny the same.

19
50.

In answering paragraph 2.48, these defendants allege that AlA Services and AlA

20
21
22

Insurance operated for the benefit of AlA Services and AlA Insurance, respectively and deny the
remaining allegations contained within said paragraph,

23
24

25
26
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51.
1
2

These defendants are without sufficient knowledge to admit or deny the allegations

contained within paragraphs 2.49 and 2.50, and therefore, deny the same.
52.

With regard to paragraph 2.51, these defendants lack sufficient information to admit

3

or deny the allegations contained within the first sentence and deny the remaining allegations

4

contained in said paragraph.

5

53.

These defendants deny the allegations contained within paragraphs 2.52 and 2.53.

54.

With regard to paragraph 3.1, these defendants re-allege and incorporate each and

6

7

8

every admission and denial set forth above.

9

55.

These defendants deny the allegations contained in paragraphs 3.2 and 3.3.

10

56.

With regard to paragraph 4.1, these defendants re-allege and incorporate each and

11
12

every admission and denial set forth above.
57.

These defendants deny the allegations contained in paragraphs 4.2, 4.3, and 4.4.

58.

With regard to paragraph 5.1, these defendants re-allege and incorporate each and

13
14
15

every admission and denial set forth above.

16

59.

These defendants deny the allegations contained in paragraphs 5.2, 5.3 and 5.4

17

60.

With regard to paragraph 6.1, these defendants re-allege and incorporate each and

18

every admission and denial set forth above.

19
61.

These defendants deny the allegations contained in paragraphs 6.2 and 6.3.

62.

With regard to paragraph 7.1, these defendants re-allege and incorporate each and

20
21
22

every admission and denial set forth above.

23
24
25
26
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63.

1

With regard to paragraph 7.2, these defendants reaffirm their response to the

allegations contained within paragraph 2.52.

2

64.

These defendants deny the allegations contained in paragraphs 7.3.

3

65.

With regard to paragraph 8.1, these defendants re-allege and incorporate each and

4

5

every admission and denial set forth above.
66.

With regard to paragraph 8.2, these defendants are without sufficient knowledge to

6
admit or deny the allegations set forth in the first sentence, and therefore, deny the same. Further,

7

8

these defendants deny the remaining allegations contained within paragraph 8.2.

9

67.

These defendants deny the allegations contained in paragraphs 8.3 and 8.4.

10

68.

With regard to paragraph 9.1, these defendants re-allege and incorporate each and

11

every admission and denial set forth above.

12
69.

These defendants deny the allegations contained in paragraphs 9.2 and 9.3.

70.

With regard to paragraph 10.1, these defendants re-allege and incorporate each and

13
14
15

every admission and denial set forth above.

16

71.

These defendants deny the allegations contained in paragraphs 10.2, 10.3, and 10.4.

17

72.

With regard to paragraph 11.1, these defendants re-allege and incorporate each and

18

every admission and denial set forth above.

19
73.

These defendants deny the allegations contained in paragraphs 11.2, 11.3, and 11.4.

20
21
22

23
24

25
26
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AFFIRMATIVE DEFENSES

1
2

By pleading certain defenses as "affirmative defenses," these defendants do not intend to

3

suggest that they have the burden of proof for any such defense. Furthermore, as the answering

4

defendants have not had the opportunity to fully conduct discovery in this case and by failing to raise

5

an affirmative defense do not intend to waive any such defense and specifically reserve the right to

6
amend their answer to include additional affirmative defenses.

7

First Affirmative Defense

8
9

At all times, Defendants, Taylor and Beck, properly discharged their duties in good faith and

10

with the due care that persons in like positions would reasonably believe appropriate under similar

11

12

circumstances.

Second Affirmative Defense

13
14

On July 1, 1996, Plaintiff, AlA Services Corporation and Donna 1. Taylor, entered into a

15

Series A Preferred Shareholder Agreement, which provides that no principal payments may be made

16

by AlA Services Corporation to plaintiff until the entire redemption price due to Donna Taylor is

17

paid in full. The redemption price due to Donna Taylor has not been paid in full. Therefore, no

18

principal payments are due to plaintiff.

19
Third Affirmative Defense

20
21
22

At different times sine the written agreements were executed, plaintiff and some defendants
have orally modified the written agreements. The modifications include, without limitation, an

23
24

25
26
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agreement that the interest payable to plaintiff from AlA Services would be paid in installments of
1

$15,000.00 per month (together with the assumption of responsibility for other expenses.) AlA

2

Services has paid plaintiff the sum of$15,000.00 per month and has assumed responsibility for the

3

other agreed expenses in accordance with the modified agreements since they were entered into and

4

plaintiff has accepted those payments. None of these defendants are in default of the modified

5

agreements with plaintiff.

6

Fourth Affirmative Defense
7

8
9

The plaintiffs claims are barred by applicable statutes oflimitation, including Idaho Code
Sections 5-216, 5-218, 5-224, 5-237, and 55-918.

10

11

Fifth Affirmative Defense
Plaintiffs claims are barred under the Doctrines of Estoppel and Waiver.

12

Sixth Affirmative Defense

13
14

Plaintiff s claims are barred by the Doctrine of Laches.

Seventh Affirmative Defense

15
16

Plaintiffs claims are barred by the Doctrine of Unclean Hands.

17

18

Eighth Affirmative Defense
One or more of plaintiffs causes of action fail to state a claim upon which relief can be

19
granted.
20
21

22

Ninth Affirmative Defense
Plaintiffs claims in his Third Cause of Action fail to assert matters with the particularity of

23
24
25
26
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Rule 9(b) of the Idaho Rules of Civil Procedure.

Tenth Affirmative Defense

1

2

To the extent the plaintiff is attempting to state a claim for a shareholder's derivative action,

3

plaintiff's claims are barred because plaintiff failed to provide the notice required by Idaho Code

4

Section 30-1-742.

5
6

WHEREFORE, these defendants pray as follows:

1.

That plaintiff's claims be denied and plaintiff take nothing by way of his Fourth

7
Amended Complaint;

8
9

2.

For reimbursement of costs and reasonable attorney fees; and

10

3.

For such other relief as the Court may deem just and proper under the circumstances

11

12

of this lawsuit.
Dated this

2-b day of November, 2007.

13
14
15
16

CLARK AND FEENEY
By:
Jon
n D. Hally, an as ciate of the firm
ttorneys for Defendants Connie Taylor,
James Beck, and Corrine Beck.

17
18
19
20
21

22
23
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DEMAND FOR JURY TRIAL
Defendants demand a jury trial of all issues in this cause and will not stipulate to a jury of

1

2

3
4

5
6

7

less than twelve (12).
DATED on this

lG day of November 2007.
CLARK and FEENEY
By:. ________~__~~~~-------. Hally, an associate of the firm
meys for Defendants Connie Taylor,
James Beck, and Corrine Beck.

8
9
10
11

12

13
14
15
16
17
18

19
20
21
22
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CERTIFICATE OF SERVICE

1

I HEREBY CERTIFY that on the.Li:L day of November, 2007, I caused to be served a true and
correct copy of the foregoing document by the method indicated below, and addressed to the following:

2
3
4
5
6

7

8
9

10
11
12
13
14
15
16
17

18

Roderick C. Bond
Ned A. Cannon
Smith and Cannon
508 Eighth Street
Lewiston, ID 83501
Attorneys for Reed Taylor
Paul R. Cressman, Jr.
Ahlers & Cressman, PLLC
999 Third Ave., Ste. 3100
Seattle, WA 98104
Attorneys for Reed Taylor
Michael E. McNichols
Clements, Brown & McNichols
321 13 th Street
PO Box 1510
Lewiston, ID 83501

~

U.S. Mail
Hand Delivered
Overnight Mail
Telecopy (FAX)

o
o

)&

)&
0
0
0

g
0
0

David A. Gittins
Law Offices of David A. Gittins
843 7th Street
PO Box 191
Clarkston, W A 99403
Attorneys for Duclos and Freemen

)?f

Gary D. Babbitt
D. John Ashby
Hawley, Troxell Ennis & Hawley LLP
877 Main Street, Suite 1000
P.O. Box 1617
Boise, ID 83701-1617
Attorneys for AM Services & AM Ins.

1;6

0
0
0

o
o
o

19

U.S. Mail
Hand Delivered
Overnight Mail
TeJecopy (FAX)
U.S. Mail
Hand Delivered
Overnight Mail
Telecopy (FAX)
U.S. Mail
Hand Delivered
Overnight Mail
Telecopy (FAX)

U.S. Mail
Hand Delivered
Overnight Mail
Telecopy (FAX)

~HaIlY
~~
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FI LED
RODERICK C. BOND
NED A. CANNON, ISBA #2331

2101 NOV 29 PM 3 37

SMITH, CANNON & BOND PLLC

Attorneys for Plaintiff
508 Eighth Street
Lewiston, Idaho 83501
Telephone: (208) 743-9428
Fax: (208) 746-8421
PAUL R. CRESSMAN, JR., ISBA #7563
AHLERS & CRESSMAN PLLC

Attorneys for Plaintiff
999 Third Avenue, Suite 3100
Seattle, Washington 98104-4088
Telephone: (206) 287-9900
Fax: (206) 287-9902
IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR, a single person,
Plaintiff,
v.

AlA SERVICES CORPORATION, an Idaho
corporation; AlA INSURANCE, INC., an Idaho
corporation; R. JOHN TAYLOR and CONNIE
TAYLOR, individually and the community
property comprised thereof; BRYAN
FREEMAN, a single person; JOLEE DUCLOS,
a single person; CROP USA INSURANCE
AGENCY, INC., an Idaho Corporation; and
JAMES BECK and CORRINE BECK,
individually and the community property
comprised thereof;

Case No.: CV-07-00208
PLAINTIFF REED 1. TAYLOR'S
MOTION AND MEMORANDUM OF
LAW FOR PRELIMINARY
INJUNCTION

Defendants.
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Plaintiff Reed J. Taylor ("Reed") moves the Court for a preliminary injunction against
Defendants AlA Services Corporation ("AlA Services") and AlA Insurance, Inc. ("AlA
Insurance") as follows:

I. INTRODUCTION
AlA Services is indebted to Reed Taylor in an amount exceeding $8,000,000.

A

layman's review of AlA Services' Consolidated Financial Statements reveals that it is insolvent
under any possible definition of insolvency. At such time as Reed may obtain judgment against
AlA Services, there is no possible way his judgment could be paid by AlA Services.
Consequently, the Court should enjoin the defendants and protect what little assets
remain by entering an order: (1) Requiring all commissions and related receivables of AlA
Services and AlA Insurance be deposited with the Court and placed in an interest bearing
account to be established by the Court; (2) Requiring the original of the promissory note from
Washington Bank Properties payable to the order of Universal Life Insurance Company
deposited with the Court, along with all payments received on such note; and (3) Barring AlA
Services and AlA Insurance from encumbering, selling or transferring any assets.

II. STATEMENT OF FACTS
A. Facts Pertaining to the Over $8,000,000 Admittedly Owed to Reed.
AlA Services is indebted to Reed under the terms of a $6,000,000 Promissory Note that
matured on August 1, 2005. See March 1, 2007, Preliminary Injunction Hearing ("Hearing"),
Ex. A. AlA Services was required to pay Reed $6,000,000, plus all accrued interest, on August
1, 2005. ld. It is undisputed that full principal amount of $6,000,000 plus accrued interest in
PLAINTIFF'S MOTION AND
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excess of $2,189,614 is owed to Reed. See Affidavit of Aimee Gordon filed on February 28,
2007,

~

5 (Ms. Gordon testified that, as accounting manager for AlA Services, Reed was owed

$8,189,614 as of December 31, 2006); Affidavit of Roderick C. Bond filed on March 26,2007,

Ex. A, p. 52, 11. 23-25; p. 53 11. 1-5. Although AlA Services alleges that there was an oral
modification of the Note in March 2003, AlA Services does not dispute the amount owed, but
rather when payment was due.' There are no other significant creditors of AlA Services besides
Reed and Donna Taylor. 2 See Hearing, Ex. AT, p. 2.
B. Facts Pertaining to AlA Services' Insolvency.

The Consolidated Financial Statements of AlA Services and its subsidiaries show an
unmistakable long term pattern of insolvency.

See Hearing, Ex. W, X, and AL-AT.

AlA

Services' Consolidated Financial Statements dated September 30, 2006, are undisputable
evidence that AlA Services' assets are presently less than its debts by millions of dollars and that
AlA Services is and has been unable to service its debt obligations. 3 See Hearing, Ex. AT.
AlA Insurance, a wholly owned subsidiary of AlA Services, guaranteed a $15,000,000
line of credit granted to defendant Crop USA by Lancelot Investors Fund. See Hearing, Ex. R.
John Taylor testified at the preliminary injunction hearing proceedings that the outstanding

I At the Preliminary Injunction Hearing held on March 1,2007, Reed testified that he never agreed to any
oral modifications. See Affidavit of Roderick C. Bond fled on March 26, 2007, Ex. A, p. 160; II. 7-8. The issue,
however, is moot for purposes of this Motion because AlA Services does not dispute that Reed Taylor is owed over
$8,000,000. Moreover, for the reasons stated in Reed's Motion for Partial Summary Judgment on the Promissory
Note, AlA Services' alleged oral modification fail as a matter oflaw.
2 Donna Taylor subordinated all of her rights to payment in favor of Reed. See Affidavit of Reed Taylor
filed on February 26,2007, Ex. O.
3 Reed was unable to submit current financial statements because such statements have not been provided
by AlA Services despite requests for production dating back to March 2007, and AIA Services' obligation to
provide financial statements to Reed under the Amended and Restated Stock Pledge Agreement. In any event, the
issue is moot for purposes of this motion because AlA Services' debts exceed its assets by millions and millions of
dollars.
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balance owed to Lancelot Investors as guaranteed by AlA Insurance is $5,200,000.
Affidavit of Roderick C. Bond filed on March 26, 2007, Ex. A, p. 86,

n. 20-24.

See

This significant

contingent obligation is not reflected in the AlA Services financial statements that are in the
record as it post-dates the latest financial statements. This significant contingent obligation with
an outstanding balance of $5,200,000 on March 1, 2007, has a potential total exposure of up to
$15,000,000. See Hearing, Ex. R.
C. Facts Pertaining to Reed's Security Interest in AlA Services and AlA

Insurance's Commissions and Other Receivables.
As security for AlA Services' obligation, AlA Services and AlA Insurance granted Reed
a security interest in all commissions and related receivables by executing the Amended and
Restated Security Agreement ("Amended Security Agreement"). See Hearing, Ex. E. Under the
terms of the Amended Security Agreement:
"Commission Collateral" means all commissions from the sale of insurance or
related services received by or on behalf of, or payable to, any of [AlA Services,
AlA Insurance] or any of [AlA Services'] other Subsidiaries, and any interest
thereon ...
2. Security Interest
As collateral security for the prompt and unconditional payment and performance
of the Secured Obligations, [AIA Services and AlA Insurance] grant to [plaintiff]
a security interest in all of their right, title and interest to the Commission
Collateral.
Hearing Ex. E, p. 2,

~~

1-2. Reed has a perfected security interest in all of AlA Services and

AlA Insurance's commissions and related receivables. See Affidavit of Roderick C. Bond filed
on March 28, 2007, Ex. 2. In addition, Reed has a security interest in all of AlA Insurance's
" ... cash dividends, noncash dividends, stock dividends, interest, cash, instruments and other
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property from time to time received." Hearing, Ex. C, p. 2, ~ 2.

D. Facts Pertaining to the Washington Bank Properties Promissory Note.
John Taylor testified that AlA Services had settled a civil case with the State of Idaho and
was to receive intangible property in the form of an assignment of a promissory note from
Washington Bank Properties payable to the order of Universal Life Insurance Company dated
December 30, 1993, in the original principal amount of $1,987,500 with a maturity dated of
January 1,2011. See Affidavit of Roderick Bond in Support of Preliminary Injunction ("Bond
Aff."), Ex. A and B (Exhibit A is a Deed of Trust acquired from Land Title referencing the $1.9
Million Promissory Note from Washington Bank Properties). This Promissory Note is secured
by a deed of trust on certain real property in Nez Perce County commonly known as the LewisClark Hotel. Bond Aff., Ex. A. John Taylor testified that the outstanding balance due on the
instrument is $1,100,000. See Bond Aff., Ex. B, p. 59,11. 5-25; pp. 60-62, 11. 1-25; p. 63,11. 1.
III. LEGAL AUTHORITY AND ARGUMENT

A. AlA Services is Insolvent Under all Definitions of Insolvency.
Under I.e. § 55-911, there are two alternative definitions of insolvency, either of which
on their own constitutes a finding of insolvency:
§ 55-911. Insolvency defined
(1) A debtor is insolvent if the sum of the debtor's debts is greater than all of the debtor's
assets, at a fair valuation.
(2) A debtor who is generally not paying his or her debts as they become due is presumed
to be insolvent.
I.C. § 55-911(1)-(2).
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The definition of corporate insolvency is contemplated by I.C. § 30-1-1430, which
provides for judicial dissolution of an insolvent corporation is consistent with the "balance sheet"
definition of insolvency ofI.C. § 55-911(1):
§ 30-1-1430. Grounds for judicial dissolution

The Idaho district court designated in section 30-1-1431 (1), Idaho Code, may
dissolve a corporation:
(3) In a proceeding by a creditor if it is established that:
(a) The creditor's claim has been reduced to judgment, the execution on the
judgment returned unsatisfied, and the corporation is insolvent; or
(b) The corporation has admitted in writing that the creditor's claim is due and
owing and the corporation is insolvent;
The Official Comment No.3 to I.C. § 30-1-1430(3) provides:
Creditors may obtain involuntary dissolution only when the corporation is insolvent ...
Typically, a proceeding under the federal Bankruptcy Act is an alternative in these
situations.
Id.
In addition, the Federal Bankruptcy Act also utilizes the "balance sheet" definition of
insolvency. 11 U.S.C.A. § 101(32) provides:
(32) The term "insolvent" means-(A) with reference to an entity other than a partnership and a municipality,
financial condition such that the sum of such entity's debts is greater than all
of such entity's property, at a fair valuation, exclusive of-(i) property transferred, concealed, or removed with intent to hinder, delay, or
defraud such entity's creditors; and
(ii) property that may be exempted from property of the estate under section 522
of this title;
Id. (emphasis added).
III
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Here, AlA Services is insolvent under the balance sheet test as its debts far exceed the
fair valuation of its assets. AlA Services is also insolvent as it has been unable to pay debts
when they become due, i.e., it has failed to timely pay Reed all amounts due under the
$6,000,000 Promissory Note and Donna Taylor under the Preferred A Shareholder Agreement.
AlA Services is insolvent under all possible definitions of insolvency and its
Consolidated Financial Statements speak for themselves in reaching such a finding. 4

B.

A Preliminary Injunction Is Authorized Under I.R.C.P. 64, I.R.C.P. 65 and/or
I.C. § 55-916.

A preliminary injunction against AlA Services and AlA Insurance is authorized under
LR.C.P 64, I.R.C.P. 65(e), and I.C. § 55-916 for the purpose of preserving and protecting from
disposition certain assets of AlA Services and AlA Insurance. LR.C.P. 64 provides:
Rule 64. Seizure of person or property.
At the commencement of and during the course of an action, all remedies
providing for seizure of person or property for the purpose of securing
satisfaction of the judgment ultimately to be entered in the action are available
under the circumstances and in the manner provided by law.

Id.
LR.C.P. 65(e) specifies the grounds for issuance of a Preliminary Injunction may be
granted for a plaintiff:
A preliminary injunction may be granted in the following cases:
(1) When it appears by the complaint that the plaintiff is entitled to the relief
demanded, and such relief, or any part thereof, consists in restraining the
commission or continuance of the acts complained of, either for a limited period
or perpetually.

4 AlA Services' Consolidated Financial Statements constitute prima facie evidence of AlA Services'
insolvency under all possible definitions.
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(2) When it appears by the complaint or affidavit that the commlSSlOn or
continuance of some act during the litigation would produce waste, or great or
irreparable injury to the plaintiff.
(3) When it appears during the litigation that the defendant is doing, or threatens,
or is about to do, or is procuring or suffering to be done, some act in violation of
the plaintiff's rights, respecting the subject of the action, and tending to render the
judgment ineffectual.
I.R.C.P.65(e)(I)-(3).
Similarly, under I.C. § 55-916, a creditor may obtain "an injunction against further
disposition by the debtor or a transferee, or both, of the assets transferred or of other
property ... or obtain any other relief the circumstances may require." I.C. § 55-916(c)(1) and (2).
It is appropriate for the court to enter a preliminary injunction where the insolvent

financial condition of the defendant is a critical factor. 42 Am. Jur. 2d Injunctions § 22 provides:
§ 22. Difficulty or impossibility of performance or enforcement; lack of benefit to
complainant-Financial condition of defendant
The solvency of the person against whom injunctive relief is sought, while not alone
grounds for granting such relief, can be important in determining whether the plaintiff has
an adequate remedy at law that precludes granting an injunction in his or her favor.
Although the irreparable harm required to support the issuance of an injunction is
generally not present when the plaintiff has a claim for money damages, an
exception exists for when a money judgment will go unsatisfied absent eguitable
relief. 63 This does not mean, however, that the insolvency of the defendant is always an
element of the equity entitling the plaintiff to injunctive relief. Only when the injury may
be adequately estimated and compensated in money does it become material to inquire
whether the defendant is able to respond to a judgment at law for damages. The financial
status of the defendant is not of controlling importance if the nature of the threatened
injury is irreparable.

Alvenus Shipping Co., Ltd. v. Delta Petroleum (USA.) Ltd., 876 F. Supp. 482, 1995
A.M.C. 142 (S.D.N.Y. 1994); Teamsters Freight Local Union No. 480 v. Southern
Forwarding Co., 424 F. Supp. 11,94 L.R.R.M. (BNA) 2909, 81 Lab. Cas. (CCH) ~13177
(M.D. Tenn. 1976); Lanyon v. Garden City Sand Co., 223 Ill. 616, 79 N.E. 313 (1906)
(holding that, if the defendant's inability to respond in damages makes the remedy at law
63
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for breach of contract inadequate, the court may for that reason be justified in enjoining
the defendant from breaching the contract).
42 Am. Jur. 2d Injunctions § 22 (2007) (emphasis added).
In West Coast Constr. Co. v. Oceano Sanitary Dist., 17 Cal.App.3d 693, 95 Cal.Rptr. 169
(1971), the California Division I Court of Appeals affirmed the trial court's granting of an
injunction necessary to prevent irreparable injury.

The trial court enjoined the insolvent

defendant during the pendency of a breach of a contract action from expending monies from a
sewer construction fund. The court provided a history of California law and stated:
It was declared in an early case that mere monetary loss is not irreparable in
contemplation of the remedy of injunction unless there is an averment or a showing that
parties causing the loss are insolvent or in any manner unable to respond in damages.
Duvall v. White, 46 Cal.App. 305,308, 189 P. 324. Subsequent decisions adhere to the
foregoing rule that the asserted insolvency of the defendant is a proper matter for
the court's consideration. Union Oil Co. v. Domengeaux, 30 Cal.App.2d 266, 271-272,
86 P.2d 127. In Lenard v. Edmonds, 151 Cal.App.2d 764,312 P.2d 308, the court stated
(per Peters, P.J.): 'Obviously, it was reasonably necessary and fair to both sides to
maintain the Status quo pending the outcome of the litigation. Otherwise, appellant
could have deliberately stripped himself of all assets and made it impossible for him
to pay any judgment that might be secured.'

West Coast Constr. Co., 95 Cal.Rptr. at 173 (emphasis added).

In Teamsters Freight Local Union No. 480 v. Southern Forwarding Co., 424 F.Supp. 11
(D.C. Tenn. 1976), a contract action, the federal court concluded there was insufficient evidence
of the defendant's insolvency to grant an injunction to preclude the defendant from spending
certain monies. s However, the court provided a succinct statement of the applicable principles of
law:

5 In this matter, Reed's Fourth Amended Complaint also alleges fraudulent conveyances, fraud, conversion
and other claims. See Fourth Amended Complaint.
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Plaintiffs have attempted to prove that money damages would be an inadequate remedy
because the defendant is insolvent. Insolvency of a defendant has been recognized as
a proper ground for granting injunctive relief. 3 However, the court finds that the
plaintiffs did not meet their burden of proof in establishing that [defendant] is insolvent. ..
3 Although

there is a regrettable absence of reported federal case law with regard to
this principle, the court deems it to be an eminently sound principle as evidenced by
the numerous state court decisions in which injunctive relief has been granted
because the defendant was insolvent. See Memphis & c. R. Co. v. Greer, 87 Tenn. (3
Pickle) 698, 11 S.W. 931 (1889) and the cases cited in 42 Arn.Jur.2d Injunctions s 53
(1969) and 43 c.J.S. Injunctions s 25(2)(b) (1945).
Teamsters Freight Local Union No., 480 424 F.Supp. at 13-14 (emphasis added).

The insolvent condition of AlA Services mandates that the Court should enter a
preliminary injunction. It is admitted that Reed is owed over $8,000,000. It is undisputable that
AlA Services failed to pay Reed in full on August 1, 2005, and that its debts exceed its assets by
millions of dollars. It is indisputable that AlA Services is insolvent under all possible applicable
of insolvency. Moreover, the financial scenario plainly reflected in the record shows that it is
impossible for AlA Services to satisfy the obligation owing to Reed.
Irreparable injury will occur to Reed if the commissions in which he has a contractual
security interest and to which he has an exclusive right are not immediately placed under control
of the Court pending the outcome of this litigation. Likewise, irreparable injury will occur to
Reed if the $1,100,000 receivable described above is not protected by the Court. Irreparable
injury to Reed will result unless a preliminary injunction is issued in this case.
III
III
III
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C. Scope of the Preliminary Injunction.
The Court should enter an order:
(1) Requiring all commissions and related receivables paid to AlA Services and AlA
Insurance be deposited with the Court and placed in an interest bearing account to be established
by the Court;
(2) Requiring the original of the promissory note from Washington Bank Properties
payable to the order of Universal Life Insurance Company to which AlA Services is the holder
(or will be the holder) be produced by AlA Services and deposited with the Court. All payments
made on the note by the creditor should be ordered paid to the Court. The Court should further
order that AlA Services be precluded until further order of the Court from in any manner
transferring or encumbering any right to the promissory note and that a lis pendens may be
recorded against the property described in the deed of trust securing the promissory note, such lis
pendens giving notice of the Court's restriction on the transfer or encumbering of the promissory
note by AlA Services; and
(3) Barring AlA Services and AlA Insurance from transferring or encumbering any
assets.

D. Reed Should Not Be Required to Post a Preliminary Injunction Bond.
The Court has the discretion of not requiring a party to post security for a preliminary
injunction. Hutchins v. Trombley, 95 Idaho 360, 364, 509 P.2d 579 (1973).
The Court should not require any security in light of the fact AlA Services admits to
owing Reed over $8,000,000. Any amounts for which Reed could possibly be liable by reason
of the entry of the preliminary injunction could simply be credited as an offset against amounts
PLAINTIFF'S MOTION AND
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owed to Reed.

IV. CONCLUSION
Irreparable injury will occur to Reed if AlA Services and AlA Insurance's commissions
and related receivables are not placed under control of the Court pending the outcome of this
litigation. Likewise, irreparable injury will occur to Reed if the $1,100,000 note and related
payments are not protected by the Court.
DATED: This 29 th day of November, 2007.
SMITH, CANNON & BOND PLLC
AHLERS & CRESSMAN PLLC

Ned A. Cannon
Paul R. Cressman, Jr.
Attorneys for Plaintiff Reed J. Taylor
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CERTIFICATE OF SERVICE

I, Roderick C. Bond, declare that, on the date indicated below, I served a true and correct
copy of Reed Taylor's Motion for Preliminary Injunction, Notice of Hearing, and Affidavit of
Roderick C. Bond with Exhibits on the following parties via the methods indicated below:

David A. Gittins
Law Office of David A. Gittins
P.O. Box 191
Clarkston, WA 99403
Attorney for Defendants JoLee Duclos and
Bryan Freeman

Via:

( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)
Via:

Michael E. McNichols
Clements Brown & McNichols
321 13th Street
Lewiston,ID 83501
Attorney for R. John Taylor

( ) U.S. Mail, Postage Prepaid
( ) Hand Delivered
( ) Overnight Mail
( ) Facsimile
(X) Email (pdf attachment)
Via:

Jonathan D. Hally
Clark & Feeney
P.O. Box 285
Lewiston, ID 83501
Attorney for Connie Taylor, James Beck and
Corrine Beck

( )
( )
( )
( )
(X)

U.S. Mail, Postage Prepaid
Hand Delivered
Overnight Mail
Facsimile
Email (pdf attachment)

Via:

Gary D. Babbitt
D. John Ashby
Hawley Troxell Ennis & Hawley LLP
877 Main Street, Suite 1000
P.O. Box 1617
Boise, Idaho 83701-1617
Attorneys for AlA Services, AlA Insurance, and
Crop USA Insurance Agency

( )
( )
( )
( )
(X)

U.S. Mail, Postage Prepaid
Hand Delivered
Overnight Mail
Facsimile
Email (pdf attachment)

Signed this 29 th day of November, 2007, at Lewiston, Ida
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FILED
2M1 ~ Z9 _Pf'I 3 37
RODERICK C. BOND
NED A. CANNON, ISBA #2331
SMITH, CANNON & BOND PLLC

Attorneys for Plaintiff
508 Eighth Street
Lewiston, Idaho 83501
Telephone: (208) 743-9428
Fax: (208) 746-8421
PAUL R. CRESSMAN, JR., ISBA #7563
AHLERS & CRESSMAN PLLC

Attorneys for Plaintiff
999 Third Avenue, Suite 3100
Seattle, Washington 98104-4088
Telephone: (206) 287-9900
Fax: (206) 287-9902

IN THE DISTRICT COURT OF THE SECOND JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR, a single person,
Case No.: CV-07-00208
Plaintiff,
v.
AlA SERVICES CORPORATION, an Idaho
corporation; AlA INSURANCE, INC., an
Idaho corporation; R. JOHN TA YLOR and
CONNIE TAYLOR, individually and the
community property comprised thereof;
BRYAN FREEMAN, a single person; JOLEE
DUCLOS, a single person; CROP USA
INSURANCE AGENCY, INC., an Idaho
Corporation; and JAMES BECK and
CORRINE BECK, individually and the
community property comprised thereof;

AFFIDAVIT OF RODERICK C. BOND IN
SUPPORT OF MOTION FOR
PRELIMINARY INJUNCTION

Defendants.
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STATE OF IDAHO

)
) ss:
COUNTY OF NEZ PERCE )
I, Roderick C. Bond, being first duly sworn on oath, deposes and says:
1.

I am over the age of eighteen years, competent to testify in court, one of

the attorneys for the plaintiff Reed Taylor, and make this Affidavit based upon my
personal knowledge.
2.

Attached as Exhibit A is a true and correct copy of the Deed of Trust that

references the Promissory Note from Washington Bank Properties that AlA Services will
or has received in the settlement from the state of Idaho (as referenced in the deposition
testimony of R. John Taylor, pertinent pages of which are attached as Exhibit B). I
obtained the attached Deed of Trust from Land Title Company of Lewiston, Idaho.
3.

Attached as Exhibit B are true and correct copies of certain pages of the

deposition ofR. John Taylor taken on August 29,2007.
DATED: This 29th day of November, 2007.

SUBSCRIBED AND SWORN to before me this 29 th day of November, 2007.

Notary PUD IC for Idaho
Residing at: LeJ J n''0 i-07l
My commission expires: 1/241 '20i2.
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DEED OF TRUST
This Deed of Trust, made on December 30, 1993 between
Washington Bank Properties located at P.O. Box 2233, Friday Harbor,
Washington. 98250, herein called Grantor, and Land Title of Nez
Perce County, Inc ~ with its principal place of business at 1230
Idaho Street, city of Lewiston, County of Nez Perce, State of
Idaho, herein called Trustee; and The Universe Life Insurance
Company. 111 Main Street, City of Lewiston, County of Nez Perce,
State of Idaho, hereir.after called Beneficiary,
Witnesseth:
that Grantor does hereby irrevocably grant, bargain,
sell and convey to Trustee in trust, with power over sale, that
property in the County of Nez Perce, State of Tdaho, described as
follows:
See attached Exhibit A,
together with all and singular the tenements, hereditaments, 3nd
appurtenances thereunto belonging or in any manner appertain~ng
that shall be deemed to include but not be limited t.::> (1) ;3.11
rents, issues. profits, damages, l ~oyalties, revenues, an,i benefits
therefrom, subject, however, to any right, power, and Ci'.lth8ri ty
hereinafter given to and conferred on beneficiary to collect the
same: (2) all water and ditch rights, however evidenced, used in
and on or appurtenant thereto; and (3) all fixtures now or
hereafter attached to or used in connection with the premises.
This Deed of Trust is executed for the purpose of securing
payment of that certain Promissory Note ("Note") dated December 30,
1993, executed and delivered by Grantor, as maker, to Beneficiary,
as payee. in the principal sum of One Million Nine Hundred EightySeven Thousand Five Hundred Dollars ($1,987,500.00) and secures
payment prior to January 1, 2011, the maturity date of the Note and
this Deed of Trust, of such other principal sums Beneficiary may
additionally loan to and for the account of Grantor, together with
interest, and the costs and charges in case of default. The terms
and representations
contained in said Promissory Note are
incorporated herein by this reference. The making of any further
loans,
advances,
or
expenditures
shall
be
optional
with
Beneficiary. It is the express intention of the parties that this
Deed of Trust shall stand as continuing security until all such
advances together with interest thereon have been paid.
With the prior written consent of Beneficiary (which consent
shall not unreasonably be withheld), Grantor may substitute other
property as security for payment of the Note, provided that such
substitute collateral has a value equal to, or greater than, the
value of the real property described in, and encumbered by, this
Deed of Trust,
and provided such substitute collateral is
replacement property resulting from a casualty loss under the Lease
-

1

-
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defined in the Note.
Upon such substitution of collateral, this
Deed of Trust shall be deemed satiRfied and released and
Beneficiary shall promptly execute whatever documents are necessary
to evidence such release on the public record.
In the event
Grantor receives insurance proceeds for the market value of the
real property described in, and encumbered by , this Deed of Trust
due to a casualty loss where the damaged property is not rebuilt,
such i nsurance proceeds shall first be applied to any accrued
interes t and outstanding principal balance under the Note.

f1

By acceptance of this Deed of Trust, Grantor acknowledges and
approves the terms as set forth herein.

r~

1-:'>1'

In witness whereof, Grantor has set Grantor's hand and seal on
the date first written above.

~:j
~~
~":~:I

WASHINGTON BANK PROPERTIES
BY:~i=~~~J-

"0'

____L-~_______
Partner

STATE OF WASHINGTON )
)ss
COUNTY OF SIlN ;Jv.ftN )
On this ~day of December, 1993, before me, a Notary Public
in and for the State of Washington, personally appeared DANE
ARMSTRONG, known or identified to me to be the Managing Partner of
Washington Bank properties and the person whose name is subscribed
to the within instrument, and acknowledged to me that he executed
the same .
IN WITNESS WHEREOF I have hen:lunto set my hand and affixed my
official seal the day and year fir~ above written.

(!%1~_U~~

,
,

.

/.
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I
EXJ[IBIT

"~tI

SITUATE :~ NEZ PERCE COUNT~, STATE ~r IDAHO TO WIT:
?ARCEL

~O.

:.:

Lets ~, 2 and J, 4 and 5, Block 44, C:TY OF LEWISTON. according
to the racorded plat ther~of, recorda of N.~ Perce county, Idaho.

?ARCEL NO.2:

Lots G, 7 and 8, Block Z4, ot the plat ot E. a. TRUE'S survey to
:he City of Laviston. according to the recorded plat ~ereof,
~ecord. of NeT. Perea county, Idaho.
the South 4 I:eet approximately, ;nora or less . ot "0" Street
on said plat adjacent ~o said ~ct 7 and adjacent to Bald
':'0'1: 6, such South portion of said "0" street being 'Che portion
thereof tha'C was occupied by occupants 0' said Lot 7 and 6 , and
~ot open or in use as a street when said E. B. Tru. made the
survey from vhich said plat was made, as found in the findings
the court on November 20, 1905 in Scully against Squiar, et al,
No. 990 in the )istrict court of zaid Nez Perce County, affirmed
13 Idaho 417; also affir=ed 215 U.S. 144; :C S.ct. 51; 54 L.Ed.
1:) 1 in '.. hich finding the court said:
"Said lIuxvey and plat - cut
ott approximately 4 feat from the North .n~ of building then
~tanding and ac~ual use and occupancy - in Blocks 23 and 24 of
~he City of Le~iston - - - tha~ the South line at "D" street as
thence established by user WAS approxim~tely 4 teat North of the
line original~r shown on the £.B. True map - as che South line of
"nn Streat.

ALSO

~novn

0'

~LSO the East 2 teet at Second Stroot as shovn on said plat
adjacent to said Lots 7 and S, conveyed to Robert Grost.in and
Abraham Blnnard, January 12, lSB1, Book 27 ot Deads paq. 173, by
T. S. BillingB, Mayor ot said City.

EXC~PT!NG HOWEV~

tram land hereinabove described, the following:

That portion from South side cZ said Lot J,
described in Deed from Robert Grostein and A. Binnard to T. S.
Bil11ngs, Mayor of the city of Lavlston, dated January 11, 1881/
aook 27 ot Deeds, page 175, as followB:

TRACTS. vizl

Commencing at the intersection at the Northerly line of "E"
Street 1J1th the Easterly ~ina at second Street; thence NorthQrly
along said E•• terly line of Second Street a distance a! 10 feet;
thance Eaeterly at right anglea to said Eastorly line of Sacond
Street a di.tanca of 40 ~Qet to ita intorcection lJith the

..,
. '~
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SITUATE IN NEZ PERCE COUNTY,

STATE

II~"

or

IC1\.HO TO \.]IT:

~ortherly

:ine of "E" Street; and thence Westerly ~long 6aid
line of "E" street a distance of 43 feet to the POINT
OF 9EGINNING.
~or~herly

?kRCEL !'iO.

J:

that block at land bounded O~ t~e We.t by First street. on
South by Main Street, on the East by Second Street, and on
the Harth by "0" Street, said property being sometime. dQ8Cribed
~s alocks 25, 26 and Courthouse Block, and that certain allay
~ying b.t~e.n said Block 2S and the Courthouse Block and Block
26, all shown by the plat of tho City of Lewiston, Naz Parce
County, Idaho.

~11
t~e

TOGETHER W!TH all that portion of Second Street situate between
the South line ot 110" street and the North line at Main Street in
the City of Lewiston, Idaho, according to the original plat
thereof, the same being the 1874 aurvay of E. B. TrUe, EXCEPT the
East 2 faet of Second street a~ S~?wn on said plat adjacent to
Lots 7 and 8 ( conveyed to Robert 'Jrostain and Abranam Binnard f
January 12, 1881, Book 27 of Deeds, page 173, by T. s. Billlngo,
Mayor of said City.

IHSr.

No.SX6 8/3
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IN THE DISTRICT COURT OF THE SECOND
JUDICIAL DISTRICT OF THE STATE OF IDAHO,
IN AND FOR THE COUNTY OF NEZ PERCE
REED J. TAYLOR/a single
)
person,
)

Plaintiff,

Case No. CV-07-00208

vs

py

AlA SERVICES CORPORATION, an
Idaho corporation; AlA
INSURANCE, INC.
an Idaho
)
corporation; R. JOHN TAYLOR
)
and CONNIE TAYLOR,
individually and the community)
property comprised thereof;
)
)
BRYAN FREEMAN a single
)
person; and JOLEE DUCLOS, a
)
single person;
1

1

i.,,,

Defendants.

Taken at 508 Eighth Street
Lewiston, Idaho
WednesdaYI August 29 2007 - 9:03 a.m.
1

D E P 0 SIT ION

RECEIVED
OF

SEP 05 2007
SMITH, CANNON
& BOND PLLC

R. JOHN TAYLOR
... ~'leaI-water Reporting of
Washingto & Idaho LLC

(800) 247-2748
(208) 743-2748

rVI.llnlT

Lewiston, fdaho 83501
email: clearwater rep0l1ing@clearwire.nct

--

12.

I Bl/O

Page 5&

A. I believe so.
.
Q. Okay. And, during this time frame, did, was
there an A I prospectus prepared?
A. [would think so.
Q. And, who prepared it?
A. It would be prepared by our counsel.
Q. Would that have been Dick Riley?
A. Yes.
Q. Do you have copies of these prospectuses in
your possession?
A.lbelieveso.
Q. Okay. And where would they be localed?
A. With the corporate records.
Q. And I assume Mr. Riley also has copies?
A. I would assume so.
Q. Now, in paragraph numher one, the second
sentence, wcll. this first selllence says, ill the event
of sale orCrop USA to a third pal'll', the preferred A
,lilt! any remaining C preferred and Reed's primary debt
AlA is 10 be paid off rrom proceeds before the purchase
of Crop USA shares. Call YOll explain to me what YOLI
I1lcanllhere?
A. 1believe what 1 meant was that preferred A and
(shares and Reed's debt would be paid off before any
sale of Crop USA shares.
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Clark Hotel , subject to final approval of all the
parties.
Q. Has that concluded yet?
A. No.
Q. Is it still in litigation?
A. Yes. The case has not been dismissed.
Q. Where is the case filed?
A. Ada County.
Q. What county?
A. Ada County.
Q. In district COUlt there?
A. Yes, second district.
Q. You also refer to liability at Trusnnark. What
was that referring to?
A. TrLlstmark had over-advanced commissions to Al
for the period of 1997 through the year 2000 in the
amoLlnt of one point eight million, approximately, as I
recall.
Q. And was there litigation over that?
A. No, no litigation.
Q. Was there any payments, repayments made?
A. Yes.
Q. And how mLlch was repaid?
A. The entire amount due.
Q. Now, you indicated that AlA Services owns the

Page 59
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Q. Okay. And how would they be paid off pursuant
J
to your proposed arrangement?
2
A. The proviso is that in the event of a sale of
3
Crop USA to a third party.
4
.! o Q. Okay. In parcnthese~. you've written, following
5
Iii,' ctlllCCpllilallhis would have been an A IA subsidiary, 6
but for the potential liability of the state and
7
TI\I~lmark. What potential I iabil ity ofthe state?
8
. A. During, this period of lime, we had been sued,
9
.. Services and AI;\. Inc.. had been sued by lhe stale
10
ufldt!hl) I'm an amollnt somewhere plus or minus a rnillio II

For what?
For payment of administrative fees from State's
10 AfA, Inc., for guarantee of lease payments to
Lire -- guarantee of lease payments to
Hank Properties.
. I1d so they were -- the state was seeking a
dollars, roughly?
'Uo;ImIlP·,·f.;·~ '~ ·J pproxilnately.
. . And whal happened to that suit?
have sctllcd lhat suit.
What was it settled for?
dismissed each other's claims, and AlA
2tll:~ llorn()r'~1
received the mortgage on the Lewis
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mOltgage on the Lewis and Clark Hotel?
A. It is -- no, the state of Idaho owns it right
now .
Q. Okay. I thought you -- did I misspeak? Was
it -- were we talking about the Lewis and Clark Hotel,
or were we talking about !;ol1lething else where the
mortgage was transferred to AlA?
A. I f I Illay characterize your question as who owns
the mortgage of Lewis Clark Hotel on this date?
Q. Yes.
A. [t is the state of Idaho.
Q. I thought you indicated that the mOitgage was
transterred to AlA as a result of a settlement with the
state.
A. I think I indicated the settlement has not been
finalized.
Q. Oh. Has lhe paperwork been signed?
A. The judge's order has been signed, but the
paperwork as YOll indicate is, have the lawsuits been
dismissed, no, they have not.
Q. Bu! the intent of the arrangement is for the
mOJigage on the Lewis and Clark Hotel to be trans
to who?
A. AlA Services Corp.
Q. And what's the value of that?
16
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A. Approximately a million do llars. I think th e
facc amount is one point nine million.
Q. And will, therealler will AlA be able to
foreclose thaI or no?
MR. McNICHOLS : Object to the form.
MR. BABBITT: Join in the objection, caiis for
a legal conclusion. The loan documents will speak for
themselves.
MR. CRESSMAN: You may answer.
A. The loan documents speak for themselves.
Q. (BY MR. CRESSMAN) Is the mortgage in
sir?
A. I don't believe so.
Q. Okay. And the amount owing on the obligation
is how much, roughly a million one, I think you said?
A. I believe it's around one point nine million.
Q. One point nine million. And so AlA Services
have the righllo receive one point nine million?
A. No.
Q. What ,vould be the benefit of holding that
morlgage to AlA Servi ces?
A. The rnOitgages have a maturity date ill 2009, and
altha! ti me we will receive, either -- assuming we'll
gel the payorr or the building allhat tim e.
Q. And what' s the pay off")

t
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you identify that e-mail, please?
A. This is an e-mail -- this is an e-mail to Reed
Taylor, John Taylor, Jim Beck, Mike Cashman, with co
to Ernie Dantini and Dick Riley.
Q. An e-mail prepared by you, con'ect?
A. I believe so.
Q. And this is a follow-on to the transaction that
was discussed in the preceding exhibit, is that true,
sir?
MR. McNICHOLS: Object to the form.
MR. BABBITT: Join in the objection.
MR. CRESSMAN: You may answer.
A. I believe so.
Q. (BY MR. CRESSMAN) Okay. And part of this
transaction was that a receivable of AlA Services from
you would be transferred to Reed, correct?
A. Yes.
Q. And that's referred to as the three hundred and
four thousand dollar transaction here?
A. Yes .
Q. I don't know whose writing is on here, I have
no idea, and J'm not offering it for any of the
handwriting unless that's yours. Is that yours?
A. No.
Q. Do you believe this three hundred and four
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A. About one point one million.
O. I.et mc refer you \(l itcm nine on your Exhibit
Iii. The last sentence says, if' /\'IA wins the lawsuit in
time. What lawsuit arc you referring lo?
A. I believe the lawsuit against the state of'
Idilho.

Q. Okay.
II. And Ie! me add that, which I should never do,
bUI when I say the state of Idabo, it nieans the Universe

Life Liquidated Trust.
Q. What do you refer to this lawsuit as? There's
)ome acronym, G something, but I can't remember what it
is.
A. No. It does not refer to the GGMIT lawsuit.

Q It's a different lawsuit?
II. Yes.

(Discussion held off the record.)
EXIJIBITS:

(Deposition Exhibit No. 17 marked for
Identification.)
. . ~-IJ{. BIIBlmT: With respect to Exhibit No. 16, I
. IOOVe 10 strl'k
.
. to
;
.
..
c aII questIOns
an d answers re Iatll1g
.. . 1•xtlIblt 16' S .
.
.
.' . ' .
,I an inVasion of the attol11ey-clJent
. P:t\'llcg,c 'md
" ;' 0 ~,,: •..altomey work product.
.,. ': \" r MI<.. CRESSMAN) Showing you Exhibit 17,

.~F:'~';';"':"
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thousand is essentially the three hundred seven thousand
that you requested Amy Gordon to reverse on your books
in the fomth qualter of2006?
A. Yes.
Q. SO it's the same obligation?
A. Yes.
Q. All right. And, as a result of that, at the
end of2006, that three hundred and seven thousand
dollar amount has not been used as a credit against
Reed's note, and his note's been restored to the full
six million dollars, correct?
A. Correct.
Q. And also as a result, I assume, as ofthe end
of the year 2006, that obligation remains owing by you
to AlA?
MR. McNICHOLS: Objecllo the 101'111.
1\. At year end 2006. the books arc reOcctive of
AI/\, Services Corporation rcOeclthat a~:collnts -Q. (BY I\HC CRr:'SSM/\N) Okay.
A. -- receivable .
Q. Owing fi'om you to the corporation?
MR. McNICHOLS: Object to the form .
A. Correct.
MR. BABBITT: Object.
Q. (BY MR. CRESSMAN) Why were you copying
17 (Pages 62 to 65)
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A. They were -- we outlined the details of our
amendment.
Q. What did you tell them, sir?
A. I just said, I outlined the details of what we
had agreed to in March and why the program, why it
was -- how it would affect AlA.
Q. Okay. You need to tell me what you told these
men, please, specifically.
A. I don't recall that right now.
Q. You don't recall?
A. (Witness shakes head.)
Q. Do you believe it would have been appropriate
to put the oral modification in the subscription
agreement or a private placement memorandum that tbese
men saw?
MR. BABBITT: Object to the form of tile
question.
A. I would think it would, should have been.
Q. (BY MR. CRESSMAN) Should have been?
A. (Witness nods head.)
Q. But it wasn't?
A. I don't know that.
Q. You have the prospectuses, though, that were
provided to them?
A. They did not get prospectuses.
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J hereby certify that this is a true and
correct copy of my testimony, together with any changes
J have made on this and any subsequent pages attached
hereto:
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Dated this
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day of

2007.

R. JOHN TAYLOR, DEPONENT
Sworn and Subscribed before me this
day of
,2007.
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NOTARY PUBLIC FOR THE STATE OF IDAHO
Residing in
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Q. Did they get private placement memorandums?
A. I don't think so.
Q. Did they get subscription agreements?
A. I would imagine Adrien did.
Q. Okay. And where are those located?
A. Well, that's all Crop USA, I can't answer that.
Strike all that.
Q. SO you're refusing to answer, is that right?
A. Right, sorry.
MR. CRESSMAN: That's all we have.
MR. McNICHOLS: I have no questions.
MR. BABBITT: J have no questions. We will
read and sign.
(Deposition concluded at 5:04 p.m. Witness
excused; signature reserved.)
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I, AMY WILKINS, CSR, Freelance Coun Reponer
and Notary Public for the States of Idaho, Idaho CSR No
679, and Washington, Washington CSR No. 2187; and
Oregon, residing in Lewiston, Idaho, do hereby certifY'
That I was duly authorized to and did report
the deposition of the deponent in the above-entitled
cause~
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That the reading and signing of the
deposition by the witness have been expressly reserved.
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That the foregoing pages of this deposition
constitute a true and accurate transcri pt of my
13 stenotype notes of the testimony of said witness.

14
I further certify that I am not an attorney
nor counsel of any of the parties; nor a relative or
employee of any attorney or counsel connected with the
16 action, nor financially interested in the action.
17
IN WITNESS WHEREOF, I have hereunto set my
18 hand and seal on this
day of
2007.
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AMY WILKINS, CSR
Freelance Coun Reporter
22
Notary Public, States of Idaho
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and Washington
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